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How Top Executives Live 


Tue AMERICAN executive in his office 
is a familiar figure; he is, typically, 
decisive, somewhat aloof, and gener- 
ally regarded by his employees with a 
certain awe. In the life he leads out- 
side his office, however, he is a much 
less familiar character; the occasional 
pictures painted of him by fiction 
writers tend to be romantic, or even 
lurid. With the possible exception 
of John Marquand’s heroes, the fic- 
tional executive is rarely a man you 
have met. Yet millions of Americans 


diligently aspire to the life of a top 
executive, coveting his opportunities 
for pleasure while, actually, they have 
only the faintest notion of what his 
life is really like or of what he does 
when he goes home. 

There are in the U.S. approximately 


30,000 executives with incomes of 
$50,000 or more. Obviously there is 
no “average” executive among them 
(they are all singular men). But their 
lives do have certain common char- 
acteristics, and there is visible a kind 
of composite way of executive life. 
The successful American executive, 
for example, gets up early—about 7:00 
a.m.—eats a large breakfast, and 
rushes to his office by train or auto. 
It is not unusual for him, after spend- 
ing from 9:00 a.m. until 6:00 p.m. in 
his office, to hurry home, eat dinner, 
and crawl into bed with a briefcase 
full of homework. He is constantly 
pressed for time, and a great deal of 
the time he spends in his office is 
extraneous to his business. He gets 
himself involved in all kinds of com- 





munity work, either because he wants 
to or because he figures he has to for 
the sake of public relations 

If he is a top executive he lives on 
an economic scale not too different 
from that of the man on the next- 
lower income rung. He surrenders 
around 40 per cent of his salary to 
the Bureau of Internal Revenue (he 
may cough up as much as 75 per cent) 
but still manages to put a little of his 
income in stocks, bonds, life insurance. 
He owns two cars, and gets along with 
one or two servants. What time he 
has left from his work—on week ends 
and brief vacations—he spends exer- 
cising, preferably outdoors, and usually 
at golf. Next to golf, fishing is the 
most popular executive diversion. 

He spends almost no time on pol- 
itics. He entertains often because he 
must (i.e., for business reasons or on 
account of his wife) and, under much 
the same compulsion, he attends cul- 
tural events. He does little reading 
outside of newspapers, news maga- 
zines, reports, and trade papers. He 
drinks, if he drinks at all, moderately 
and on a schedule. Alcoholism, it is 
clear, does not go with success and 
is to be found only among some ex- 
ecutives’ bored wives. 

Twenty-five years have altered the 
executive way of life noticeably; in 
1930 the executive still led a life 
ornamented by expensive adjuncts 
that other men: could not begin to 
afford, a life attended by a formality 
that other men did not have time 
for. Among other things that have 
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since changed in the executive's life 
has been the ritual connected with 
city club life. Ceremony has all but 
vanished with the migration to the 
suburbs. Executives now use town 
clubs merely for lunching or having 
a fast drink at the end of the day 
before catching their commuting 
trains. The old, annual club dinner 
with its solemnities and reports, its 
printed menus, elaborate dishes, and 
long cigars, has deteriorated into a 
gobbling of commonplace steak by 
members numbed by martinis. 

But if some stateliness has gone 
out of the lives of successful business 
men, it has been replaced by a new 
scope. No executive, 25 years ago, 
could whisk himself and his golf clubs 
1,000 miles away just for a week 
end. Today a New York executive 
can play week-end golf regularly all 
through the winter in Florida or Ber- 
muda, and follow the season north 
through Georgia and North Carolina. 
In 1930 the private plane was a 
dubious adventure, advertised chiefly 
as something for “sportsmen.” Flying 
is still done by some as a sport; but 
for the most part the private plane, 
like the commercial airliner, is just a 
routine means of getting swiftly away 
from, and back to, the office. 

The modern executive's leisure pur- 
suits may be specialized or varied but 

—DuNCAN NorTON-TAYLOR 


his relaxation is usually concen- 
trated, and, as might be expected, 
well organized. One thing most ex- 
ecutives seem to have in common 1s 
a dislike for spending their time off 
in repose; sedentary diversions bore 
them. 

Manifestly, sheer physical survival 
is a problem with many executives 
staying at the top, that is, and not 
cracking under the strain. 

Adaptation is one explanation of 
how a lot of them stay alive. As the 
fish in the Silurian rivers began to 
develop swim bladders in order to 
live in shoal waters, so American 
executives have developed certain 
compensating features. The process 
can be observed particularly in the 
big cities where conditions are the 
most trying. Executives have devel- 
oped an insensitivity to noise, an un- 
canny time sense (needed in commut- 
ing), and an attunement to the city’s 
terrifying rhythms. Instead of trying 
to escape the phenomenon of modern 
life they fling themselves at it. One 
Chicago executive’s method of finding 
daily refreshment is an example. At 
the end of the day he gets into his 
Ford, and eagerly plunges into the 
brawling stream of homebound traffic. 
Some thirty-five minutes later, he 
turns into his driveway, “as relaxed,” 
he says, “as a wet noddle.” 


. Fortune, July, 1955, p. 78:8. 
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Diversification: More Than a Trend 


Diversirication, a postwar indus- 
trial phenomenon, has become more 
than a trend—it is almost a way of 
life for present-day American business. 
And, like life itself, it is infinitely 
varied. 

The economists say there are liter- 
ally hundreds of kinds of diversifica- 
tion. They toss off such terms as 
“horizontal,” “vertical,” “convergent,” 
and “divergent.” Actually, it all boils 
down to three fairly basic types: 
diversification in the form of new 
products, new industries, and new 
markets. 

The Rockwell Manufacturing Com- 
pany (Pittsburgh, Pa.) is a good ex- 
ample of the first category. Rockwell 
has increased its sales from $9,300,000 
to $76,400,000 in 15 years, mainly 
by acquiring 15 companies over 
that period. It has concentrated on 
adding product lines that are related 
or allied to its existing operations. 

Rockwell's diversification program 
has become so well known that some 
400 companies a year are “offered” 
to it. Only a handful are considered 
worth serious investigation. 

Rockwell follows certain ground 
rules in its diversification policy. They 
are: 


“We do not go into a business we 
know nothing about.” 

“We want to acquire companies 
with product lines reasonably adapt- 
able to the skills and experience of 
our present management.” 

“We are not interested in short- 
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range buying and selling or liquidat- 
ing operations.” 

“We want control and intelligent 
management participation.” 

In sizing up a potential acquisition, 
Rockwell utilizes a “New Plant Facil- 
ity Checklist.” It includes 69 ques 
tions covering such major categories 
as financial status, sales, manufactur- 
ing, purchasing, research and engineer- 
ing, and labor. Of these, the sales 
potential is considered the most impor- 
tant. And, in general, Rockwell be- 
lieves it best to acquire 100 per cent 
of a company’s assets either by cash 
or an exchange of stock. 

The General Tire and Rubber Com- 
pany, Akron, Ohio, illustrates a second 
and more spectacular type of diversifi- 
cation—the concern that invades en- 
tirely new industries. 

William O'Neil, president, was 
once asked why his company has gone 
so far afield from its original line. 
He replied: “People invest in our 
company not to make tires, but to 
make money.” 

And that, General Tire has done. 
It was founded in 1915 with a total 
capitalization of $200,000. Since 
1940, net sales have soared from $23,- 
200,000 to $216,986,000. During this 
period the company has carried out a 
far-reaching diversification program. It 
now operates 16 plants in_ this 
country and 15 subsidiary or af- 
filiated facilities in Canada, Europe, 
Mexico, South Africa, and Israel. To- 
day, tires and related rubber items ac- 
count for only 40 per cent of General 
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Tire’s total sales. Radio networks, tele- 
vision stations, liquid fuels, plastic 
products, chemicals, athletic goods, 
various types of machinery, and—most 
recently—a motion-picture studio 
round out a modern industrial empire. 

The Rheem Manufacturing Com- 
pany, Richmond, Calif., decided early 
in its corporate life on a program of 
diversification—into new markets. 
Actually, the company had little choice 
if it was to survive. 

Founded in 1930, Rheem made steel 
drums on the West Coast. It soon dis- 
covered it was a costly operation, 
since the containers had to go empty 
for great distances to the users. The 
answer: Go to the markets themselves. 
Only in this case Rheem reversed the 


traditional process. It expanded from 
West to East. 

In seven short years Rheem made 
the transcontinental jump. Either by 
purchase of plants and companies or 
by building new ones, it spanned the 
continent. 

Even while Rheem was “going East™ 
it was adding to its product line water 
heaters and gas-fired furnaces. Since 
then air conditioners, boilers, tanks, 
gas ranges, clothes driers, and similar 
items have joined the family group. 

Diversification, clearly, has many 
faces. It can be the face of failure or 
success, of disaster or progress. But 
one thing is certain: It is the opposite 
of stagnation. 


—RICHARD RuTTER. The New York Times, July 25, 1955, p. 27:2 


Engineering Plus Research 


New enciveeRING laboratories and 
research centers are springing up all 


over the country. Every company 
wants to get into the act. Every in- 
dustry seems fascinated by the terms 
“engineering” and “research.” But in 
many cases the important difference 
between them is not fully understood. 

Although the line between the two 
activities may be difficult to draw in 
the case of some specific project, it 
generally lies in the fact that engineer- 
ing accepts existing principles while 
research is skeptical. Engineering uses 
the principles in practical applications; 
research seeks to prove or disprove the 
existing information or to add new 
principles to the engineer's store of 
tools. 
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Too many companies have come to 
believe that pouring money into con- 
struction of laboratories or engineering 
centers will assure them of an ade- 
quate research program. In most 
cases, they could not be more wrong. 

True research, both basic and ap- 
plied, depends upon the creative mind 
of the researcher. While his purpose 
in industry is to develop a new product 
or a new process that will benefit the 
company, he approaches this assign- 
ment by trying to learn something that 
wasn't known before. He theorizes on 
the behavior of matter, or on some 
other scientific principle, and then 
searches with an open mind to prove 
or disprove his hypothesis. The knowl- 
edge he gains may be immediately 
practical or it may not. 





After the researcher is finished, the 
engineer takes over. He turns the 
knowledge into new machines, into 
automatic computers, into better cars 
or new airplanes. Although his job is 
as important as the researcher's, it is 
fundamentally different. 

Many industrial managers feel safe 
in the belief that test laboratories, iron- 
ing the bugs out of their products, will 
keep them in business in the future. 
This, however, is engineering, not re- 
search; it leaves the company depend- 
ent on a market that will continue to 
buy the product without radical 
changes. Some other company’s re- 
searcher may upset the whole apple- 


While the engineer is changing and 
improving the existing product, the re- 
searcher may turn out a completely 
new material. A good example is the 
case of plastics. These new materials 
antiquated many of the engineers’ de- 
signs before they had even left the 
drawing boards. 

Nobody can predict accurately what 
might be the plastics of the future. 
While engineers take care of the short- 
range, the researcher is looking at the 
long-range future. To maintain its 
position over the long run, an indus- 
try or company must be sure that its 
laboratories and development centers 
have a few research scientists as well 


cart. as engineers. 


—Business Week, No. 1262, p. 148:1. 


America’s Biggest Industry—Some Facts and Figures 


THE SUSPICION that Washington is the headquarters of the biggest 
economic operation in the country was more than confirmed recently 
by the annual report of economist Solomon Fabricant, of the National 
Bureau of Economic Research. 

Dr. Fabricant reports that last year Federal, state, and local gov- 
ernments employed 15 per cent of all workers and paid 17 per cent of 
the total personal income. These governments made 32 per cent of all 
expenditures on new construction and equipment. They purchased $46 
billion worth of goods and services from business enterprises, in addi- 
tion to what they paid out to individuals. 

Another large element in governmental expenditures is composed of 
veterans’ benefits, public assistance, unemployment compensation, old 
age and survivors’ insurance. If to these are added such payments as 
agricultural price supports, shipping subsidies, and the like, plus interest 
on the public debt, the total comprises about a third of non-defense 
expenditures, the report points out. 

Contrary to popular opinion, the great expansion of government dur- 
ing the depression and the last war does not account for its magnitude. 
“As we look over the past half century, we find signs of growth in 
government through most of the period,” Dr. Fabricant wrote. “In 
every decade government employment mounted more rapidly than private 
employment.” The same trend appears in capital expenditures and 
functions. This, he added, is “a trend of long duration.” 

Ermer Roessner in “Business Today.” Copyright 1955, McClure Newspaper Syndicate 
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Planning for 52-Week Production 


Any successruL APPROACH toward 
guaranteeing wages must provide 52 
weeks’ employment if there are to be 
52 pay checks. Payment for idle time 
is a penalty—not a method. 

Scheduling 52 full work-weeks is 
not exactly uncharted ground. In fact, 
it has long been the objective of in- 
dustry. The publicity given the auto 
makers in their 26-week wage guar- 
antee agreements has highlighted the 
year-round work guarantees. 

For some companies, a more evenly 
paced year-round work-week is a prob- 
lem of production scheduling. For 
others, the problems are different. 
From the experience of company wage 
guarantees in the past, here are some 
of the primary problems and the solu- 
tions as they were worked out: 

Where demand for the company’s 
product is uneven—and it has been 
the practice to slacken off output when 
consumer demand is slack, step up 
when market demand increases—the 
answer seems to lie in the direction of 
more intensive use of market surveys 
to gauge true demand. Such surveys 
can guide scheduling of work, and also 
provide realistic sales incentives. 

Where portions of the company 
plant are inevitably idle for a period 
of time due to the nature of the prod- 
uct, the indicated approach embodies 
a number of possible steps: 

1. Gear plant maintenance and over- 
haul procedures to take advantage of 
such downtime of equipment. This 
tends to spread out employment and 
inject greater efficiency in maintenance 
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practices. Also, it may be feasible to 
do some subcontracting that will en- 
gage the idle plant capacity. 

2. Train employees to handle sev- 
eral different types of work, so they 
can be moved from department to de- 
partment. 


3. Gear vacation periods to slack 
time. Some companies have found it 
expedient to shut down completely 
during a plant-wide vacation period. 


Where the product is purely sea- 
sonal, there have been two basic solu- 
tions: 

1. Stockpiling the product during 
the slack seasons for availability dur- 
ing the periods of heavy consumer 
demand. This has the advantage of 
permitting more detailed production 
scheduling = well as the planning of 
a comp! munded-out line of prod- 
uct anc er balance in inventory. 

2. De —_, ang an additional product 
or group of products for which there 
is also a seasonal demand, but where 
the marketing season complements the 
slack season in the company’s original 
line. Where this can be done by simple 
changes in the production line, and 
where the same sales force can handle 
both lines, the company gains by im- 
proving its profit position. It also pro- 
vides full employment for sales and 
management personnel as well as the 
labor force. 

Where the product is seasonal and 
stockpiling is not feasible, as in the 
case of McCormick & Company, Balti- 
more, Md., a subsidiary product line 
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may be added to provide full employ- 
ment for the workforce and a better 
yield in sales volume for the company. 

Resistoflex Corp. (Belleville, N.J.) 
has worked out a cooperative plan in 
which workers can participate after 
being with the company for one year. 
If the worker elects to participate, he 
subscribes 5 per cent of his wages, and 
the company adds 10 per cent of its 
net profits. These sums go into a fund 
and are prorated and credited to each 
participant's account. 

If an employee is laid off, he draws 


enough from the fund each week so 
that when added to his unemployment 
compensation payments, his income 
equals his base wage. After participat- 
ing in the plan for 10 years, an em- 
ployee could receive enough from the 
fund to carry him through some 70 
weeks of enforced idleness. 

If an employee retires or is disabled, 
or dies, his entire interest in the fund 
goes to him or his heirs. If he resigns, 
he gets his own savings plus interest 
and one-half of the company’s con- 
tribution. 


—A. N. Wecxs_er. Mill & Factory, August, 1955, p. 75:4 


Broad-Scale Cost Reduction: A Case Study 


Art THE PRESENT TIME many indus- 


trial organizations are attempting to 
establish continuing cost-reduction pro 
grams. The Transportation and Gen- 
erator Division of the Westinghouse 
Electric Corporation has had a thor- 
oughgoing program in operation since 
1950. To date, the program, an ex- 
pansion of an earlier program confined 
to manufacturing operations only, has 
resulted in savings equivalent to $10 
for each $1 spent in administration. 
The cost-reduction organization con- 
sists of three groups: (1) design en- 
gineering; (2) purchasing; (3) manu- 
facturing or shop. All groups work 
closely with one another and cooperate 
in the cost-improvement effort. Each 
has its own coordinator who spends 
full time on cost-reduction activities 
within his department. The other 
personnel connected with the program 
are regular employees who have part 
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of their time scheduled for cost-reduc- 
tion activities. The activities of the 
three groups are coordinated by the 
manufacturing coordinator, who in- 
terprets policy, prepares reports which 
record results, and verifies, in coopera- 
tion with the accounting department, 
the correctness of savings reported on 
individual projects. He also determines 
the activity on which the savings are 
based. 

In the engineering group there are 
eight committees under the chairman- 
ship of the respective engineering 
supervisors. Each committee holds 
regularly scheduled bi-monthly meet- 
ings and reports the status of the 
various projects being investigated. 
The progress of all project investiga- 
tions is recorded in the minutes of the 
meetings, which are distributed to in- 
terested personnel. In this way, all 
persons concerned with the program, 
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including management, are kept up to 
date regarding its progress. 

The cost-reduction activities of the 
purchasing group are coordinated by 
a cost-analysis office, which uses seven 
organized approaches: (1) buying 
office meetings; (2) review of suppliers’ 
suggestions; (3) coordination with en- 
gineering cost-reduction committees; 
(4) shop tours; (5) specification and 
stock reviews; (6) product reviews; 
and (7) stock ledger reviews. All sav- 
ings obtained from these seven review 
programs are reported by the purchas- 
ing cost analysis office to the division 
coordinator for processing. 

The manufacturing, or “shop” pro- 
gram operates through 12 shop com- 
mittees and maintenance, tool room, 
tool design, and production control 
department committees. When a pro 
ject is completed, the methods engi- 
neer of the committee concerned, with 
the approval of the foreman, prepares 
and submits to the division coordinator 
a standard form which shows the old 
and new methods and the 
resulting from the change. 

Upon receipt of the cost-reduction 
reports from these three groups, the 
division coordinator processes them 
through the manufacturing engineer- 
ing department and through account- 
ing for verification and approval. To 
show the performance of each group, 
monthly reports are prepared and 
distributed to all participants in the 
program. Executive management criti- 
cally examines a summary of this re- 
port. 

To maintain a real interest in the 
program, annual goals are established 
for the division. The target, based on 

—L. J. Brozex, P. A. Nosxz, and M. B 


savings 


the anticipated net sales for the year, 
is divided into a “product cost-reduc- 
tion goal” and an “expense reduction 
goal.’ These are renewed by the divi- 
sion manager and his staff. If they 
appear unrealistic, the necessary ad- 
justments are made at this stage. 

At the same time, the division co- 
ordinator and the engineering co 
ordinator review the anticipated annual 
savings on the various types of ap- 
paratus. Thus a target is established 
for the engineering department. The 
same procedure is followed with the 
purchasing department. 

The “shop” target is determined on 
a cents per anticipated net allowed 
hour basis. “Net allowed hours” are 
defined as allowed hours of productive 
work only, and are those which ap- 
pear on pay cards as payment for the 
operations performed. This excludes 
indirect labor hours such as transpor- 
tation, inspection, crane lifts, etc. This 
makes the targets fair for all shop sec- 
tions, regardless of size or activity. 

Experience with this program has 
shown that a more than adequate 
return on investment can be realized. 
As has been said, the cost of ad- 
ministering the entire program amounts 
to approximately 10 per cent of the 
annual savings achieved—a calculation 
which, incidentally, takes no account 
of the fact that the benefits of cost 
reductions extend into future years. 
Further, it may be mentioned that 
the Transportation and Generator 
Division builds large apparatus and 
many of its products are not repetitive 
Where activity is high, a program such 
as this should result in a much better 
return on investment. 


PARMELEE. An Effective Cost Reduction 


rogram. Paper No. 55-SA-6, American Society of Mechanical Engineers, 
29 West 39 Street, New York 18, N. Y 
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Living Costs—New York vs. Moscow 


TO EARN THE PRICE of a new winter suit, a Soviet worker in Moscow 
must work 16 times as long as an American worker living in New York 
City, reports the U.S. Department of Labor. It takes the average 
Russian worker 47 days to earn the 1,100 rubles necessary to buy a 
single-breasted wool suit in the Soviet capital. An American worker 
in New York can buy the same suit of clothes for only three days’ wages. 

The Labor Department found by checking official Soviet publications 
that most men’s and women’s wear and other commodities sold in 
Moscow require considerably more labor to obtain than they do in New 
York. Some examples are shown in the chort below: 





Worktime Required to Buy Selected Commodities, 
Moscow as a Percent of New York, 1954 
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How the Office Can Help the Shop 


Furry years ago, one office employee 
backed up 30 production workers. 
Today, it’s one clerical worker to every 
two or three other employees. Of 
course, efficiency is steadily improving 
with automation and improved work 
techniques, but the volume of clerical 
work is increasing twice as fast as 
that which we refer to as “productive” 
work. 

The point is that in a company 
there is no race between office and 
shop. What is needed is integration 
and cooperation—improvement as a 
company. There are ways to improve 
the working relationship between of- 
fice and plant—ways that will result 
in savings of time and money. Con- 
sider the following, for example: 

1. Make office communications easy 
to read from the standpoint of clarity 
and legibility. Production forms, let- 
ters, prints, and other directives may 
be rapidly and accurately reproduced 
by office personnel. However, things 
still go wrong because this basic plant- 
office liaison continues to be badly 
handled. Why take daily chances, 
for lack of proper equipment, with 
those important production drawings, 
memos, letters, bulletins, and control 
forms? Make certain that everything 
sent out from the office is crystal 
clear, legible, and expedited without 
lost time. 

2. Simplify control forms whenever 
possible. It’s a rare office that can't 
make some improvement this way, 
and relieve the griping in the shop. 
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Bear in mind, too, that nothing irritates 
busy shop men more than erratic form 
variances for the same old jobs. 

3. Have office personnel tour the 
shops. “Office people don’t seem to 
know what goes on in the factory,” is 
a common gripe. 

The tour should be preceded by 
talks on the various departments to be 
visited. Too much ground should not 
be covered in any one tour, if the 
plant is large. Perhaps, more than 
anything else, an explanation of typi- 
cal work-flow charts, before the tour 
is made, will give the office employee 
an understanding of the production 
departments. 

4. Give key shop men an oppor- 
tunity to tour the offices. As a rule, 
production people lack knowledge and 
understanding of office layout routines, 
procedures, and the people who staff 
the office. Unless they have seen 
something of office operations, it takes 
a lot of time and patience to show 
production people the need for paper- 
work methods and the flow of paper- 
work through the company. Most 
shop people are content to criticize 
the “red tape” without ever trying 
to understand it. 

5. Hold occasional 


meetings be- 
tween picked production and office 
personnel. A few companies make it 
a point to see that office and shop 
people get together once in a while to 
talk over the work and mutual prob- 


lems. Handled with some skill in 
choosing topics for discussion, these 


603 





meetings can be a management tool for 
improving methods and clearing up 
trouble spots. 

6. Make the company library, sub- 
scriptions, and publications available to 
production men. Your library will 
have only a fraction of its potential 
usefulness to anyone, unless it is or- 
ganized and made known to all who 
can use it in the shop, and someone 
from the office is made responsible for 
forwarding current literature. 

7. Cut communication corners be- 
tween the shop and the office. Each 
shop man who contacts the office 
should have a list of office people 
who can be called and who will give 
him an answer in a minimum of time. 

8. Don't give your cast-off equip- 
ment to the shop offices. Production 
men realize that deskwork is allegedly a 
minor part of their responsibilities, but 
they do feel that they are entitled to 
good office equipment. Many of them 
are high-priced talent. A scarred-up 
desk, a rickety chair, a beat-up file, 
don’t add to efficiency or prestige. 


9. Give the shop people quick 
action. Prompt servce on shop requisi- 
tions should be a prime duty of 
purchasing departments, and everyone 
in the office should be alerted to run 
them through fast. 

In fact, companies can make some 
of the greatest cost reductions by im- 
planting in offices and all departments 
of the company the need and impor- 
tance of servicing plant people as 
promptly as possible. When hourly 
workers are kept waiting for anything, 
it’s money lost to the company—pro- 
duction money. 

10. Tell shop people what's going 
on up front. Changes in specifications, 
for instance, can be irritating, and the 
irritation can be reflected in quality 
and production. But if the reasons for 
the changes are known, men will re- 
spond with a will. A short note from 
the office telling the reason for the 
change, or for the rush tags, is a big 
help. When a big order comes in, a 
bulletin on where the order is going 
always helps. 


—JoHN Pace. American Business, April, 1955, p. 16:3. 


The Age of Vacations 


A HOTEL MAN who ought to know has estimated that before the year is 
over 82.5 million Americans will have spent about $10 billion on vaca- 
tions. A little more than half these vacations will be taken in the 
summer, about 22 per cent in the fall, about 10 per cent in winter. 
About 17 per cent had already been taken by the beginning of summer. 

The expert—Fred L. Mino, of New York City—wasn’t quoted as to 
the length of the average vacation. Nor did he look into the question 
of those who like their work so much that it seems like a vacation— 
or so little that they just make it vacation by not working, except 
when the boss is looking. But the essential point about vacations is 
that a generation or so ago almost nobody took them, except under 
doctor’s orders. No male, anyhow. The common man couldn’t afford 
to. The affluent felt ashamed to. Now everybody does. This is the 


Age of Vacations. 


—R. L. Durrus in Nation’s Business 7/55 
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The New Look in Materials Handling 


Worm tre next few years, pro- 
duction methods in this country are 
likely to change drastically. Auto- 
mation, from its beachhead in the 
metalworking and chemical industries, 
is spreading out. In the process, the 
job of moving materials to and from 
machines, largely a matter of muscle 
before the war, is becoming largely a 
matter of mechanics. 

In a multitude of “little” ways, the 
basic means of moving toys and trac- 
tors, ash trays and ash cans, through 
fabrication and assembly, is undergo- 
ing a quiet revolution. 

One recently developed materials- 
handling device, for example, is the 
operatorless industrial tractor. Guided 
solely by an overhead trolley wire, 
the tractor moves throughout the 
plant. It couples and uncouples loaded 
flatbed trucks automatically, and even 
charges its storage batteries without 
human aid. 

Another sign of the times is what 
might be called the “party line” pneu- 
matic tube system. Pneumatic tube 
communication, a relatively recent ad- 
dition to many plants in itself, has 
now been improved to the point where 
one loop of tubing can be hooked up 
with 200 or more drop-off points and 
the message automatically routed to 
any one of them. Routing is accom- 
plished by metal rings around the out- 
side of the pneumatic carrier, which 
hit electric contacts at the drop-out 
point. By varying the position of these 
rings on the carrier, its destination is 
changed. Instead of having a separate 
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set of send and receive tubes running 
to each drop, only one set connecting 
all of them is needed. 

Automation has also come to the 
lowly storage rack. The new version 
looks much the same as always, but 
instead of shelving, it has a line of 
conveyer wheels on which the stored 
items ride. As an operator withdraws 
a unit from the front of the rack, 
gravity automatically moves up those 
in back. 

The conveyerized storage rack dras- 
tically cuts the amount of warehous- 
ing space required. Now, only an 
aisle at front, for loading, and back, 
for unloading, are needed; interior 
aisles are eliminated. Since the goods 
in storage move to the operator, in- 
stead of vice versa, replenishing sup- 
plies from stock takes much less time. 

A similar reduction takes place 
when supplies are put in stock, since 
part of the movement is accomplished 
automatically. The rack also eliminates 
clogged storage aisles, provides a quick, 
visible check on inventory, and guar- 
antees that the first item in is the 
first one out, particularly important 
where perishable goods are involved. 

At the Hotpoint Company's Cicero, 
Ill., plant, conveyers not only trans- 
port work in process, but take it 
through many of the processes, notably 
a spray painting operation and a metal 
pickler. Conveyers are also used for 
storage of semi-finished parts. The 
system works much like a railroad 
siding. Parts are held on special fix- 
tures attached to the conveyer chain, 
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which is suspended from the ceiling 
above the production lines. When the 
parts are needed for assembly, power 
is turned on and the parts flow down 
to a point where they're transferred 
to a transportation conveyer that car- 
ries them to the appropriate assembly 
line. 

A number of plants have installed 
automatic pallet, loaders capable of 
handling cartons of several different 
sizes. At Colgate-Palmolive Company's 
Kansas City, Kan., plant, for example, 
seven conveyer lines feed into the in- 
put side of the loader. An electric 
brain scans each line, automatically 
rearranging the loader’s mechanism to 
accommodate a given-size box when 
the boxes stacked up on any one con- 
veyer reach a predetermined number. 


According to company officials, the 
unit will pay for itself after four 
and one-half years of service by under- 
cutting previous hand labor costs 
from 80 to 85 per cent. 

Meanwhile, the ubiquitous lift truck 
has been sprouting new attachments 
almost as fast as a tree sheds leaves 
in fall. Within recent years, attach- 
ments for carrying multiple units of 
everything from canned milk to rail- 
road car wheels have been developed 
Another significant trend is the pusher 
plate attachment which enables the 
lift-truck driver to unload pallets auto- 
matically. This gimmick has saved 
many firms a lot of money on trans- 
portation cost, since formerly they had 
to ship pallets as well as production, 
and pay the freight charge for both. 


—Puit Hirscu. Commerce, July, 1955, p. 16:5. 


Union-Security Provisions in 1954: A Survey 


Tue union-sHop cLause is the prin- 
cipal type of union-security provision 
now found in labor-management con- 
tracts, according to an analysis made 
by the Bureau of Labor Statistics of 
1,716 collective-bargaining agreements 
in effect during all or part of 1954. 
Nearly two-thirds contained union- 
shop clauses. Of the 7,405,000 workers 
covered by the agreements studied, 64 
per cent were employed under union- 
shop provisions. 
Maintenance-of-membership clauses 
appeared in 14 per cent of the agree- 
ments. The remainder of the agree- 
ments studied (21 per cent) contained 
sole-bargaining clauses which recognize 
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the union as the exclusive bargaining 
agent, but do not specify membership 
requirements. 

The union shop. Sixty per cent of 
the union-shop agreements examined 
required that all present employees be 
or become union members within a 
specified time and that all newly hired 
employees join within a specified time 
after starting work. Exemption from 
the membership requirement was grant- 
ed to certain groups in the bargaining 
unit (commonly designated as a modi- 
fied union shop) in 204, or 18 per cent, 
of the 1,122 contracts. In most of these 
instances, employees who were not 
union members when the agreements 
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became effective were not required to 
join the union. 

An escape period after one year, 
during which ew employees were 
permitted to withdraw from the union, 
was provided in 42 agreements. These 
covered about one-half of the workers 
under all modified union-shop con- 
tracts, including a large segment of the 
automobile industry. 

In 30 company-wide or association 
agreements which covered some plants 
in states banning union-shop arrange 
ments, provision was made for a union 
shop but workers in these states were 
exempted. 

In 69 agreements, union-shop provi- 
sions stipulated some degree of pref- 
erence in hiring for union members. 
Usually the union was permitted to 
refer union members for job vacancies 
who would be considered with other 
applicants on the basis of their quali- 
fications. 

The ranking of regions with respect 
to the prevalence of union-shop provi- 
sions was substantially similar to that 
found in the Bureau's 1950-51 survey. 
The Pacific region (California, Oregon, 
and Washington) continued to account 
for the highest proportion of union- 
shop contracts. In this area, 78 per cent 
of the contracts studied provided for 
a union shop, in contrast to 16 per 
cent in the West South Central states 
(Arkansas, Louisiana, Oklahoma, and 
Texas). 

Maintenance of membership. Some 
contracts permit withdrawal from the 
union during an escape period begin- 
ning one year from the effective date 
of the contract. If the employee does 
not resign then, he is required to main- 
tain his membership for the duration 
of the agreement. 
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An additional escape period im- 
mediately prior to renewal or re- 
negotiation of the contract was found 
in some of the agreements examined. 
Another variation of the membership- 
maintenance clause, introduced in ma- 
jor steel agreements in 1952 and found 
in other industries, requires each new 
employee to sign an application for 
membership in the union, with the 
option of canceling the application be- 
tween the 15th and 30th day of em- 
ployment. If not canceled during that 
period, the application becomes ef- 
fective and the employee is required to 
maintain his membership for the dura- 
tion of the contract. 

The survey found that the preva- 
lence of maintenance-of-membership 
clauses has declined since World War 
II. In 1946, the Bureau estimated that 
25 per cent of all workers under agree- 
ment were covered by such clauses; by 
contrast, only 17 per cent of the work- 
ers under the agreements examined in 
1954 were similarly covered. 

Sole bargaining. Agreements with 
sole-bargaining rights only were most 
prevalent in the tobacco, petroleum 
products, and communications indus- 
tries, covering over three-fourths of the 
workers under the agreements for these 
industries studied. Sole bargaining was 
most common in the South Atlantic 
and East and West South Central 
regions, which included states where 
union security is banned under “right 
to work” laws. 

The proportion of workers under 
sole-bargaining agreements has dropped 
from 25 per cent, as estimated in the 
1946 study, to 19 per cent of the work- 
ers covered by the agreements analyzed 
in the present study. 





Checkoff. Almost three-fourths of fees, and assessments in less than one- 
the contracts studied, covering a slight- fifth. 
ly higher proportion of workers, con- 
tained checkoff provisions. Dues as the 
sole deduction were stipulated in over 


By comparison with the Bureau's 
study of agreements effective in 1952, 
there has been a slight increase since 
1950-51 in the number of agreements 
one-fourth of the 1,275 agreements with checkoff provisions, but virtually 
with checkoff; dues and initiation fees no change in the proportion of workers 


in another fourth; dues, initiation under such arrangements. 
——Rose Tueopore. Monthly Labor Review, June, 1955, p. 649:10. 


The “Typical Manufacturing Employee” in Profile 


AN INTERESTING composite picture of wages, fringe benefits, and per- 
sonnel practices in a representative industrial area emerged from some 
figures reported recently by Ben F. McClancy, secretary and general 
manager of the Associated Industries of Cleveland, from a survey of 
the personnel practices of 338 AIC member companies employing more 
than 150,000 employees. 

Today, according to Mr. McClancy, Cleveland manufacturing em- 
ployees earn an average of $2.006 per hour, an increase of 46.8 cents 
or 30.4 per cent since 1950. If firms employing 1,000 workers and over 
are excluded, the average straight-time hourly rate is $1.901; and in 
companies employing 1 to 49 workers, the average straight-time hourly 
rate is $1.767. 

The typical Cleveland manufacturing employee, the survey found, 
begins his employment with a physical examination, results of which 
are available to him at one company out of three. If he is assigned 
to the first shift, he starts work at 7:00 a.m. after punching a time 
clock. If he is late, more than two-thirds of the companies have a 
penalty policy for tardiness. If, for any of a number of reasons, there 
is no work for him, it’s about an even chance he will receive four hous’ 
call-in pay. If he works a full shift, and should be called back later 
to work on a rush order, about 25 per cent of the companies participat- 
ing in this survey will pay him four hours’ call-back pay if he does 
nothing more than ring in. It’s an even chance that he will receive 
on-the-job training, or attend a company training school. In either case, 
he will be paid his regular rate. At slightly fewer than one-fourth of 
the companies, the employee can get his meals at a company cafeteria, 
either operated by the company or subsidized by the company. 


—For the Informed Executive (Associated Industries of Cleveland) 7/1/55 





LITTLE WHITE Lies: The National Labor Relations Board says it is all 
right for both sides in a union representation election to indulge in 
“exaggerations, partial truths, name-calling, and falsehoods” in order 
to win. These devices, says NLRB, “may be excused as legitimate 
propaganda.” However, the Board continues, such “propaganda must 
not be so misleading as to prevent the exercise of a free choice by 
employees in election of their bargaining representatives.” 
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Building Responsibility Down the Line 


EverywHere Topay the pressures on 
top management are steadily increas- 
ing, making it more important than 
ever to have supervisors who can stand 
on their own feet. 

In every company which has been 
successful in building responsibility 
down the line, two features are pres- 
ent: first, high-level backing is made 
clear from the start; second, emphasis 
is on the positive side of things. In- 
variably, the problem is presented as 
a challenge confronting the company 
and the individual. 

A Connecticut manufacturing firm 
had trouble getting foremen and sec- 
tion heads nearing retirement age to 
train their eventual replacements. Now, 
when a supervisor is some three years 
from retirement, the challenge is put 
to him this way by a top executive: 
“Get busy and train your successor 
so that he can do the best possible job 
when he takes over. Your pension 
payments depend upon the prosperity 
of the firm, and how much he will con- 
tribute to that prosperity depends con- 
siderably on you.” 

An individually typed and signed 
letter was sent by the president of a 
500-employee plastics company to each 
of the men on his immediate staff, ad- 
dressed to their homes. In it, he made 
a polite—but forceful—indictment of 
all managerial personnel in the plant. 
He said frankly that he not only ex- 
pected improvement but that he was 
going to hold each man _ responsible 
for getting more out of the super- 
visors under him. Finally, he an- 
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nounced that the company’s semi- 
annual personal ratings were going to 
be focussed on this challenge, and 
that he planned to discuss the problem 
fully at individual conferences with 
each of his men. 

Will “putting each man in business 
for himself” solve the problem? A 
strong trend in current management 
thinking favors this approach. It ties 
in with the growing use of budgets, 
cost standards, and production targets 
broken down to the departmental level; 
and it’s helped along by the spread- 
ing practice of paying supervisors in 
proportion to the results they produce 

Admittedly, it takes skillful and 
well-planned handling to bring the 
supervisory team around. 

“The danger lies in a breakdown 
of cooperation,” says the plant man- 
ager of an electrical company. “One of 
my foremen has taken this run-it-like- 
your-own-business philosophy too liter- 
ally, to the point that he shows no 
regard at all for other departments. 
Consequently, his operations aren't in- 
tegrated with the rest of the company. 
In fact he’s told me himself he'd be 
happier to take his department to the 
other side of town and run it as an 
independent operation.” 

For most firms, bringing supervisors 
or foremen in on the revision of an 
existing policy or procedures manual 
can pay off in greater acceptance of 
policy. “By working together with 
foremen in conferences,” says the em- 
ployee relations director of a hosiery 
manufacturing firm, “we undertook to 
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bring our standard practices manual 
up to date. The success of the revised 
version and its acceptance by the 
foremen represents a complete about- 
face on their part.” 

In some companies the failure of 
certain supervisors to consider other 
departments in carrying out their own 
responsibilities has been a real ob- 
stacle to functioning smoothly. Con- 
ferences aimed at developing better 
coordination throughout the shop are 
paying off for a toy manufacturer with 
70 employees. Following an introduc: 
tory meeting at which this goal was 
stressed, he scheduled a series of 
meetings where his production super- 
visors could discuss problems with the 
sales manager, purchasing agent, head 
accountant, and other staff people, in 
turn. Discussion is centered on specific 
problems, first as post-mortems, then 
in terms of up-coming orders. 

Can supervisors be trained to ask 
the right questions? Tackling a prob- 
lem with insufficient information is a 
common example of supervisory weak- 
ness. But the executive who provides 
the answer is usually not nearly as 
helpful in the long run as the one 
who indicates where and how the 
supervisor should look for it. 

Keeping themselves accessible, at 
least to immediate subordinates, is 
something most executives consider an 
important responsibility on their part. 
But sometimes the drain on executive 
time and energy can become too great. 
As a result, the weak supervisors don’t 
really learn to stand on their own 
feet. In this situation, some such 
drastic action as making yourself un- 
available for consultation may force a 


supervisor who shies from responsibil- 
ity to learn how to make his own 
decisions—and carry them out. 

A good many executives have found 
that the preparation of special reports 
by subordinates is often useful in 
helping develop responsibility. To 
make sure his people actually assumed 
increasing responsibility, the head of a 
food processing plant asked for a new 
kind of monthly report. Instead of 
just giving figures on the month's 
production, with explanations of ac- 
complishments, department heads were 
asked to emphasize their planning for 
the future and to show how their 
current activities fitted in with that 
planning. The result of this approach, 
the plant manager reports, has been 
that more of his department heads are 
anticipating (and coming up with 
their own answers to) problems they 
used to dump in his lap. 

Bringing the various supervisors, 
department heads, executives, etc., in- 
to more frequent contact has paid off 
handsomely for a good number of 
companies, though these added con- 
tacts or ties tend to be somewhat dif- 
ferent in nature from the normal, 
routine job relationships. Some degree 
of personal ties among the various 
management levels is definitely a help, 
judging from the experiences of many 
executives. 

All companies reporting any degree 
of success in building managerial re- 
sponsibility agree on this point: When- 
ever individual progress is under re- 
view, the way responsibilities are 
handled must be the focal point of the 
discussion. 


—Staff Report: Personnel Relations (Research Institute of America, Inc., 
$89 Fifth Avenue, New York 17, N.Y.) 
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What GAW Means to Sales Management 


IT MAY BE a year or two before your particular company is enveloped 
by the guaranteed annual wage, or whatever your management and the 
union choose to call your own plan. That time is simply grace. The 
pressure on Ford and General Motors was inescapable, and it will be 
almost impossible for smaller companies not to meet competition. 

Today there is a tacit understanding that prosperity for a business 
and its plant employees is a 12-month concern of everyone. No manage- 
ment will long tolerate violent ups and downs in production which will 
lay the company open to payment of wages for work not done. So the 
pressure is now stronger than ever on marketing people to find a way 
to persuade all of us to buy goods and services at a far more uniform 
rate than we ever thought possible. For, as long as sales are high 
throughout the year, the modified guaranteed annual wage principle will 
not be the terror to corporate profit that pessimists like to warn against. 

If you have some plans for smoothing out the traditional seasons in 
your business, now is the golden opportunity for you to lay them before 
your fellow top executives. If your plans involve new expenditures, now 
is the time to ask for the money—because your associates in top man- 
agement will expect you to come up with some suggestions for avoiding 
any payments under the guaranteed annual wage plan. The amount of 
money you would ask for to carry out your plans to try to eliminate 
peaks and valleys in sales—and in production—would be peanuts com- 
pared to the wages that would have to be paid out if you cannot find a 
solution to an uneven rate of sales. 

You will find that the guaranteed annual wage idea will cause union 
leaders and union members to be far more sympathetic to the problems 
of the sales department. They recognize that you have to produce the 
sales before they can produce the work and get paid for it. So now 
you will find interest—and if you work at it, active support—from a 
group of people who have been largely indifferent, or perhaps even 
openly hostile, to the “spending” of the sales department. If you do 
your job well, your president will feel happy, not only for the sales 
you’ve produced, but for the happier labor relations which you will 
bring to his administration of company affairs. 

—Sales Management 7/1/55 


“Hobby Days’’—New Remedy for Absenteeism 


ABSENCE AND LATENESS, an exasperatingly persistent problem, is kept 
in check at Light Metals Corp. by “hobby days,” reports the Research 
Institute of America. 

A hobby day, as set forth in the union contract, is half a working 
day—‘“four continuous hours off with pay at straight-time base pay 
rates”—awarded to eligible employees every 13-week work period. To 
be eligible, an employee must meet two requirements: (1) he must 
“report for work and work every day he or she is scheduled to work 
for thirteen consecutive pay periods”; (2) he must not be late to work 
more than three times during the 13-week period. There are, of course, 
reasonable exceptions for such reasonable cause as “proven sickness or 
injury or previously authorized leave of absence or permission to be late 
for work.” 


September, 1955 





Invitation to Theft 


Every business man stands a good 
chance of being robbed. It won't hap- 
pen at the point of a gun. While in 
process, the theft is painless and secret. 
It's being committed by an employee. 
In all likelihood he’s being assisted in 
the crime by the boss’s innocent col- 
lusion. 

Thefts by employees have steadily 
risen in volume and cost during the 
past 10 years and now rank with fire 
as the chief cause of business loss. The 
take, according to conservative esti- 
mates, is $2 million every working day; 
or more than $500 million this year. 
About $30 million of the loss is cov 
ered by insurance. The remainder is 
pure blood out of the heart of a 
business. 

These crimes are insidious and 
shocking because the thief frequently 
is a long-employed man or woman of 
unquestioned integrity. And no busi- 
ness is safe from thefts.- Even insur- 
ance companies, which are hypersensi- 
tive about internal thefts and try hard 
to forestall them, have been clubbed 
hundreds of times for as much as 
$180,000 by suddenly unscrupulous 
claims adjusters and executives. 

Offices suffer losses in pencils, type- 
writer ribbons, books, and stamps. 
When this pilferage becomes flagrant, 
it can hurt. One manufacturer figured 
an “excess consumption” of $12,000 
in office supplies for a single year. 

While petty pilferage does nibble at 
profits, it’s the big, business-crippling 
theft that worries management, the 
insurance companies, and the district 
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attorneys. The experts know several 
basic facts about these crimes. The 
crooks usually are men and women 
with no past criminal records. Some- 
times they are driven to crime by a 
neurotic compulsion, but generally 
they steal out of a desperate need for 
money. The need, according to insur- 
ance men who review 30,000 claims a 
year, is first provoked by gambling— 
horses, poker, a get-rich-quick stock 
deal. Other reasons include “another 
woman,” keeping up with the Joneses, 
extraordinary family expense like big 
medical bills, bad associates, and in- 
adequate income. 

Without exception, investigators 
agree that the employer's slipshod way 
of protecting his business lends a help- 
ing hand to the criminal. Robert M. 
Bernstein, executive vice president of 
Wilmark Service System, a firm that 
sets up methods to prevent losses at 
point of sale, estimates that 77 per 
cent of theft opportunities can be 
closed by active enforcement of normal 
business regulations. 

Here are some general safeguards, 
based on recommendations by insur- 
ance companies, private detection 
agencies, the U.S. Department of 
Commerce, and such experts as the 
late J. K. Lasser: 


1. Know the business history of 
key people, especially those who han- 
dle money. Applications of new em- 
ployees should be investigated before 


they are given access to cash or 


checks. 
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2. Always investigate the job of 
any person refuses a vacation. 
It’s wise, too, to find out specifically 
why an employee needs to arrive early 
or stay late on the job. 


who 


3. Divide labor involving money. 
Bank statements should be reconciled 
by a person not connected with cash 
or the handling of checks. The person 
who opens mail should not post the 
accounts. 

4. Checks should be numbered. 
Requisitions and purchase orders 
should support bills. Payment should 
be made only on proof that goods 
were received. 

5. Withdrawals from petty cash 


the amount of money written out (no 
numerals) in ink. Petty cash should 
be checked at unannounced intervals. 

6. Stockroom clerks should not take 
inventory. 

7. If possible, do not announce in 
advance the arrival of auditors. 

And finally, the experts advise, every 
proprietor or member of management 
should take a good objective look at 
his business. Have haste, laziness, and 
attempted efficiency corrupted sound 
methods and left open needlessly 
tempting avenues for theft? It’s fool- 
hardy to bank on the fact that no 
known inside pilferage or embezzle- 
ment has yet struck the business. It 
can always happen tomorrow. 


should be based on signed slips bearing 
—JosePH P. BLANK. Nation’s Business, July, 1955, p. 84:2 


Pensions of the Billion Dollar Club 


THERE ARE NOW 33 non-financial corporations in the “Billion Dollar 
Club”—United States corporations with total assets of more than $1 
billion. All these corporations make some provision for pensions for 
their employees, but it is noteworthy that there is no consistency in 
the type of pension programs they have established—contributory or 
non-contributory, insured or trusteed. 

On the question of contributions, 16 of these companies have con- 
tributory programs; 10 have non-contributory programs; and seven 
have programs which in part require contributions. As regards funding 
method, 15 of these companies are currently funding their programs 
through trusteeship; nine are currently funding their programs through 
insurance; three are currently funding their programs through a com- 
bination of trusteeship and insurance; and six are using some other 
financing method or combination of methods. 


—The TPF&C Letter (Towers, Perrin, Forster & Crosby, Inc., 
12 South 12 Street, Philadelphia 7, Pa.) 4/55 





IT Is a sobering thought for those who boast about our materia] culture 
that intelligence does not seem to have increased rapidly in depth during 
the past 10,000 years. As much intelligence was needed to invent the 
bow and arrow, when starting from nothing, as to invent the guided 
missile with the help of all the inventions that followed upon the bow. 

—Royal Bank of Canada Monthly Letter 
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Thinking Through a Letter-Writing Program 


ERWIN R. STEINBERG 
Carnegie Institute of Technology 


Srupies Tevt us that business letters 
cost anywhere from $1 to $1.25 
apiece’ and that their total annual 
cost to business is well over $3 bil- 
lion.? In any one concern, the cost of 
letters can thus be an important item. 
One of our major railroads estimates, 
for example, that two-thirds of its pay- 
roll is spent for sending, transmitting, 
and receiving messages, written and 
oral.* Small wonder, then, that we are 
becoming more and more concerned 
with improving communications. 
With so much interest in letter- 


writing programs in industry today, 
therefore, it may be worth while to 


consider some of the problems in- 
volved. Why, for example, are so 
many business letters reminiscent of 
the 1890's? The answer is that in 
terms of business generations we are 
really not very far from that period. 
A man of 55 today probably began 
his training in the 1920's; and he was 
trained by a man who was himself 
trained in the 1890's. That explains 
why until recently we found in busi- 
ness letters such quaint openings and 
closings as “Yours of the fourteenth 
instant received” and “I beg to re- 
main, Yours sincerely.” And that is 


1 Earle A. 
Than You 
1952, p. 30 

2 John E. Thiele, “The Cost of Business Letter 
Writing,” The Journal of Business Education, 
Oct. 1952, p. 33. 

* Frank E. Fischer, “A New Look at Manage- 
ment Communication,” Personner, May, 1955, 
p. 488. 


Cost More 
Dec., 


“Your Letters 
Bankers Monthly, 


Buckley, 
Think,” 
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why we still have with us such cir- 
cumlocutions as “Enclosed herewith 
please find” (instead of “Enclosed 
are’) and “this writer” or “the under- 
signed” (instead of “I,” which is felt 
to be immodest). 

In the last 60 years, business has 
modernized its machinery, its person- 
nel policies, and its accounting; but 
not always its language. There is more 
than one reason for this persistent lag, 
of course. In the first place, it is rela- 
tively easy to show how a new device 
or a mew process can save time and 
money, or even how a new labor 
policy can save lost man-hours. But 
it is not so easy to show how unneces- 
sarily long reports, confused or pom- 
pous letters, or unreasonably terse or 
laconic orders can result in the loss 
of thousands of dollars of executives’ 
time, in telephone bills that reach fan- 
tastic proportions, or in loaded freight 
cars stacked up on sidings while cus- 
tomers fume. 


SHADES OF “MISS PRIM”? 


There is another and more impor- 
tant reason for this continuation of 
horse-and-buggy language in the age 
of electronics and atomic energy. 
People are touchy about their language. 
They don’t like to have anyone tamper 
with it. Psychologists tell us that our 
language is a very personal thing, that 
it is “a projection of the self.” We 
don’t like to have someone taking a 
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red pencil to what we write, telling 
us that our grammar is wrong (shades 
of Miss Prim in seventh grade!), that 
we use too many or too few commas, 
or that we shouldn't use slang. We've 
expressed ourselves on paper, put our 
thoughts down in that letter for any- 
one to see, and whoever sneers at it 
is sneering at us. Besides, we've gotten 
along all these years perfectly well 
with the language we've been using. 
We've talked with our friends, argued 
with our parents, written our examina 
tions, proposed marriage, applied for 
a job, ordered dinner, bought a suit, 
and asked how to get to Market and 
Third. And generally we made our- 
selves understood. All of that out- 
weighs the lost time, the too many 
phone calls, the waiting freight cars, 
and the irate customers that have al- 
ways been with us and seem to be just 
a part of business; we've become so 
accustomed to them that quite often 


we don’t recognize them as problems. 


CHANGING OLD HABIT PATTERNS 


Sometimes when we do recognize 
the problem, however, we attempt to 
do something about it and are dis- 
appointed about the results. Partly 
the reason is that we expect too many 
results in too short a time. If we tried 
to teach a man a new way of taking 
a cigarette out of the pack and lighting 
it after he had been doing it another 
way for 30 years, how much training 
would we give him and how long 
would we have to wait before he over- 
came his old habit? Time after time 
during the early part of his retraining 
program he would reach absentmind- 
edly into his pocket, take a cigarette, 
and light it in the old way. Time 
after time he would catch himself in 
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the stride of his old habit pattern, get 
confused, and shift awkwardly to the 
new habit pattern. Why, then, should 
we expect retraining in language 
habits, which are so much more com- 
plicated than the mere taking out and 
lighting of a cigarette, to progress 
more quickly than retraining in a much 
simpler process? 

Calling usually automatic actions to 
our attention, furthermore, causes con- 
fusion, frustration, and _ irritation. 
Many of us can tie bow ties in the 
dark, but if we are asked to tie one 
slowly and explain the process as we 
go along, we get confused. Most of 
us can sing “The Star Spangled Ban- 
ner” right through or pledge allegiance 
to the flag without any difficulty when 
we do it without thinking about it; 
but if we are asked to sing the third 
line or repeat the closing phrase we 
stammer, grin sheepishly, and confess 
that we can’t do it unless we start 
from the beginning. Sometimes we 
even get so confused and embarrassed 
that we forget the entire song or 
pledge, even though we've been sing- 
ing or saying it since we were chil: 
dren. Much of the same sort of thing 
happens when we make people con- 
scious of the language they use in their 
letter-writing. They resent our em- 
barrassing and confusing them and may 
even resist our suggestions. Their 
writing may even get worse than it 
was if we handle the situation improp- 
erly. 


OTHER DETERRENTS 


Another problem is that the man 
who is ordered into a letter-writing 
program may fear that the instructor 
or discussion leader is giving him 
marks (shades of Miss Prim again), 
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which will be turned in to his depart- 
ment head. The man may also be 
afraid of having his writing held up 
to ridicule before his fellows. 

Finally, people can’t be told how 
to write. They must learn over a 
period of time. There is a big differ- 
ence between the two. All the “ex- 
perts” in the world lecturing at a 
man won't do his writing as much 
good as his gathering with a group of 
his co-workers and (under guidance) 
discussing common problems, discover- 
ing for himself what is wrong, and 
arriving at the solutions himself. 


TRAINING PROGRAMS PAY OFF 


Does all this mean that we should 
leave the writing in business and in- 
dustry as it is? Obviously we can't. 
Executives continue to be over-bur- 
dened. Heavy telephone bills, loaded 
freight cars waiting to be moved, and 
irate customers are still there. Despite 
atomic energy and the transistor, in- 
dustry can lose much of the efficiency 
that it gains from new inventions if 
communications fail or are too time- 
consuming or outmoded. We don't 
ask Univac to tell us how many angels 
can dance on the head of a pin. Why 
should we use electric typewriters to 
write horse-and-buggy sentences? 

There is plenty of evidence that at- 
tempts to improve business letters pay 
off. The Mutual Life Insurance Com- 
pany of New York, for example, re- 
ports that although in 1953 its em- 
ployees wrote 24 per cent more insur- 
ance than in 1943, they wrote 10,000 
fewer letters; that its employees spent 
less time in dictating, typing, and 
writing clarifying letters; and that the 
company has saved an estimated $85,- 
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000 a year for 10 years——all as a re- 
sult of a letter-improvement program. 
The program includes: manuals 
adapted to the various departments; 
letter clinics, meeting on company 
time; a monthly magazine, The Letter 
Clinic; follow-up sessions; and pri- 
vate consultations for the few people 
in each group who are not up to the 
new standard.‘ 


Hundreds of other organizations 
have similar programs. The following 
are just a few of the manuals that have 
been turned out in the last few years: 
The Communication of Ideas (The 
Royal Bank of Canada); Don’t Dic- 
tate—Talk (West Penn Power Com- 
pany); Gobble-de-gook or Plain Talk? 
(Air Matériel Command, U.S.A-F.); 
Interchemicalese Made Easier (Inter- 
chemical Corporation); Letters—Have 
You Read Your Own Lately? (Johns 
Manville Corporation). 

The NAM has published Effec- 
tive Communication in Industry, by 
Paul Pigors;5 the U.S. Government 
has published Better Communications 
in Small Business* (Small Business 
Management Series No. 7), Form 
Letters (Federal Supply Service 35- 
F-624-325), and Plain Letters (Fed- 
eral Supply Service 35-F-624-425); 
and the British Government has pub- 
lished Plain Words,” by Sir Ernest 
Gowers. From the largest organiza- 
tion to the smallest, everyone is con- 
cerned with improving communica- 


Etna M. Kelley, “Mutual Cites Fat Dividends 
from Better Letters Program,” Sales Manage 
ment, Jan. 1, 1953, p. 46. 

5 National Association of Manufacturers, 2 
48 Street, New York, N.Y., 1949. 
® Small Business Management Series 7, avail 
able from the U.S. Government Printing 
Office, Washington 25, D.C. (20 cents). 
1 Published in the United States by Alfred A 
Knopf, Inc., New York ($2.50). 
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tions; and the number of manuals and 
letter-writing programs is constantly 
increasing. 


SELECTING COMPETENT TRAINERS 


These training programs, however, 
raise a problem: We must find people 
who are capable of running them. In 
the first place, a person who under- 
takes to run a letter-writing program 
should have had training in language. 
Just as we would want an electronics 
engineer for the development, mainte- 
nance, and repair of very delicate and 
expensive photoelectric or radar-con- 
trolled devices, so we should have 
someone who knows something of 
linguistics, semantics, and the psychol- 
ogy of language for the development, 
maintenance, and repair of letter-writ- 


ers. Furthermore, this man _ should 


have the education, experience, and 
personality necessary to win, in in- 


dividual conferences and in group ses 
sions, the confidence of the people in 
the letter-writing program. He must 
be able to tailor his course not only to 
the company with which he is working 
or to the department from which the 
men in his course come, but to the 
writing of the men themselves. He 
must draw his problems from the 
problems that these men meet in their 
writing. He must not lecture, but 
must guide the discussion of the group 
so that they discover their problems 
and work out the solutions to them. 


He must be able to support the group 
individually and collectively through 
the early period of their confusion 
and frustration and help them 10 see 
that what they are doing is worth 
while, so that they will not get dis- 
couraged and quit trying. He must 
introduce them to an approach to lan- 
guage and letter-writing by which 
they will be able to solve future prob- 
lems as they arise and show them how 
to learn from their writing experi- 
ences. And, finally, he must under- 
stand enough about modern business 
and industry to be able to deal in- 
telligently with the writing that he 
seeks to improve. 

There are such people available to- 
day. Many of them can be found on 
college campuses. There are also some 
in industry. It may be difficult to find 
them, because the people who make 
the noise are those who claim that 
they can cure all the writing ills of a 
company in one, two, or three morn- 
ing sessions. Unfortunately, too, many 
of the quiet ones are too prone to lec- 
ture or pontificate or to think in terms 
of the personal essay rather than the 
business letter. But able and qualified 
people are available and can be found 
If there are not enough of them, in- 
dustry should encourage the training 
of more. In the age of the diesel en- 
gine and the jet airplane, horse-and- 
buggy language is obsolete. In the 
coming age of automation it will be 
even more of an anachronism. 








OFFICE NOISE can be reduced if desks are pulled away from walls and 


partitions, reports the Wood Office Furniture Institute. 


They advise, 


however, that filing cabinets and safes should be located against walls 
and near pillars to reduce the strain on structural beams. 
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Distributing the Annual Report: A Survey 


Companies THAT LOOK upon the an- 
nual report as little more than an an- 
nual chore and a dubious expense at 
best appear to be in the minority these 
days. In a recent survey conducted 
among 150 companies in every major 
industrial classification, William H. 
Collins, Director of Advertising for the 
Dravo Corporation, found that almost 
three-quarters of the 110 companies 
who replied have expanded the dis- 
tribution of their annual report in the 
past five years. Better stockholder, com- 
munity, and public relations, increased 
investor interest, and an increase in 
the volume of complimentary mail and 
other comment were among the bene- 
ficial results cited by the respondents 
as being directly attributable to the in- 
crease in distribution. 

In practically all cases, the report is 
prepared by the company’s own staff, 
though a small percentage of the re- 
spondents also enlist the help of public 
relations counsel, financial public rela- 
tions counsel, or advertising agencies. 
Some variation in company practice is 
apparent, however, as regards the of- 
ficer or officers considered primarily 
responsible for preparing the report. 
Fifty-four per cent of the respondents 
named the vice president or director of 
public relations, 37 per cent the presi- 
dent, 7 per cent the chairman, 16 per 
cent the secretary, and 22 per cent the 
treasurer, and 22 per cent the con- 
troller. 

In all, the 110 companies print about 
7,845,000 copies of their reports, of 
which approximately 2,700,000 copies 


are sent to individuals and groups 
other than shareholders and company 
executives. Most important of the out- 
side groups, in company eyes, are in- 
vestment banking firms and newspapers 
and trade journals, who are on the dis- 
tribution lists of over 80 per cent of 
the respondents, closely followed by 
security analysts and financial news 
services (77 per cent respectively). In 
73 per cent of the companies, special 
mailing lists are prepared by company 
officials, and roughly the same percent- 
age send copies to members of the 
public on written request. Brokerage 
houses are covered by 69 per cent, 
banks and trust companies by 65 per 
cent, colleges and universities by 63 
per cent, public libraries by 48 per cent, 
and mutual funds by 42 per cent. 
About half the respondents exchange 
copies with other companies, approxi- 
mately 40 per cent include groups or 
individuals in neighborhood communi- 
ties in their distribution, and just un- 
der one-third keep the government 
posted on their activities. 


A breakdown of distribution within 
the company shows that 40 per cent of 
the respondents circulate the report 
generally throughout the plant and of- 
fice, and 33 per cent pass it on to their 
salesmen as a selling tool. By and large, 
it now seems to be a general rule for 
all employees to see the report in one 
form or another. Only 3 per cent of 
the respondents do not include em- 
ployees in their distribution arrange- 
ments; 46 per cent send copies of the 
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regular report to all employees, 30 per 
cent go to the trouble of preparing a 
special report for them, and 15 per 
cent publish the report in the company 
magazine. A handful of respondents 
follow the policy of sending the report 
to any employee who requests it. 
Thirteen per cent of the respondents 
noted an improvement in employee re- 
lations as a direct result of the increased 
distribution to employees in recent 
years; but it seems equally probable 
that in such cases part, at any rate, of 
the improvement can be ascribed to the 
fact that the report is a much more 
readable and attractive producticn than 
it used to be. Asked what significant 
changes in format and presentation had 
been adopted within the past five years, 
the respondents singled out: increased 
use of photographs and other illustra- 


tions (40 per cent); greater use of 
graphs and charts (38 per cent); 
greater use of color (33 per cent); and 
simplified copy (30 per cent). Twenty- 
eight per cent considered that their 
presentation of information was more 
complete, and 24 per cent mentioned 
the added emphasis provided by the use 
of multi-year comparative statistics. 

Despite the greater attention now 
being paid to the content, appearance, 
and circulation of the annual report, 
comparatively few companies take any 
steps to bring it to the notice of new 
readers. More than two-thirds of the 
respondents do not advertise their re- 
port at all. Of those who do, 90 per 
cent use general business and finan- 
cial magazines and newspapers, 70 per 
cent use local newspapers, and 23 per 
cent trade publications. 


—Management Methods, July, 1955, p. 33:1. 


Seven Steps of Good Decision-Making 


MAKING a good business decision isn’t just a simple act of choice but 
a complex procedure involving a number of specific stages, according 
to a group of executives who explored the decision-making process in a 
workshop conducted recently by the New York Adult Education Council. 

The following steps in effective decision-making were developed by 
the group: 

1. Decide what the problem or opportunity is; 

2. Evaluate the situation in terms of its scope, your individual re- 
sponsibility, the other people involved, and company policy; 

3. Analyze the situation in terms of available facts, information 
sources, precedent, your empirical knowledge, competitive factors, 
possible alternatives, and creativity; 

4. Consider the emotional climate and physical environment involved, 
and the problems of status, skill, competency, coordination, and com- 
munication; 

5. Decide carefully what ultimate purpose will be served by the 
decision; 

6. Do not fear responsibility for what you decide; 


7. Never default; make the decision. 
—Office Executive 7/55 
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Management and Automation: The New Horizon 


No one NzEDSs to be told any longer 
that we are on the threshold of a 
major technological revolution, that 
indeed we are already in the midst 
of it. But not everyone has yet 
realized that automation is not pri- 
marily a matter of technology, but 
primarily a matter of managing the 
business. 

An “automated business” makes 
very much greater demands on man- 
agement, requires very much higher 
competence and skill from the people 
in the management, and above all re- 
quires many more managers. 

Automation requires that produc- 
tion be fairly constant, or at least 
move within a fairly narrow range, 
over fairly long periods of time. This 
means that business can no longer 
adjust to economic fluctuations, at 
least not to short-run ones, by adjust- 
ing its rate of production. 

The burden of adjustment, and 
with it the burden of risk-taking, will 
fall increasingly on marketing. And 
the need for marketing competence 
and marketing knowledge will in- 
crease tremendously. Today, men who 
can analyze a market and analyze the 
needs of the customer, his concepts of 
what he buys, and his concepts of what 
he considers value in his purchases; men 
who can analyze a product, plan for 
new products or for the systematic and 
planned improvement of old products; 
men who can analyze and organize and 
manage customer service; men who can 
analyze and organize a distributive 
system—marketing managers, in other 
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words—are scarcer than hen’s teeth. 
Yet unless we learn how to market 
“automation,” it will only mean risks 
and no gains. 

Another basic result of this tech- 
nological revolution lies in the area of 
capital-investment decision. Here 
again automation means tremendous 
new risks—risks which will require of 
us in management very much greater 
competence. Automation requires—as 
all those industries that have come close 
to it, such as the petroleum industry, 
have found out—that a capital-invest- 
ment decision, once taken, be carried 
through regardless of business condi- 
tions. You cannot tinker with one part 
of the plant without also making the 
resulting changes in all the other parts. 
You cannot begin building a plant with- 
out finishing it. You cannot improve 
one part of the process; you have to 
improve the entire process. If you stop 
midway, if you try to adjust your cap- 
ital-investment program to your read- 
ing of the business cycle or to the fluc- 
tuations in your own cash income, you 
run the severe danger of damaging the 
investment you have already made to 
the point where you may lose it alto- 
gether. 

The procedures we have today for 
capital-investment decisions are simply 
not adequate to these new and very 
great risks. We need new basic eco- 
nomic tools for capital-investment deci- 
sions, and new measurements of their 
effectiveness. 

Finally, automation has very definite 
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consequences with regard to labor. 
While there is very little room in a 
truly “automated” business for “un- 
skilled labor,” the main essence of auto- 
mation is not labor-saving. It is a tre- 
mendous shift from “labor” to people 
who work with their minds, applying 
learning and knowledge rather than 
brawn or experience to their work. 
This kind of workforce is an ex- 
tremely expensive one and one that 
represents a tremendous investment. It 
simply cannot be dispersed; the business 
has much too much of an investment in 
it. And, under automation, the work- 
force will have to be kept employed 
fairly steadily. It seems clear that 


labor, from having been a “current 
cost” throughout history, a cost that 
fluctuated with the volume of produc- 
tion, is about to become a “fixed asset” 
and a “capital charge.” 

Actually, this is a much less radical 
change in practice than it may sound. 
A very large part of almost any com- 
pany’s workforce is actually more or 
less permanent and would have to be 
kept on as long as the plant operates. 
In fact, the increase in this “break- 
even” point of labor may well be the 
most significant development in our 
economy in the last 20 years. Automa- 
tion only pushes this “break-even” 
point of labor up a little further. 


—From an address by Peter F. Drucker before the Third Annual Management 
Yonference at the University of Chicago 


Steps to Reducing Your Distribution Costs 


Procressive companies realize that 
efficiently controlled receiving and 
shipping reduce operating costs. This 
is true especially where facilities are 
limited and planned utilization of 
manpower, equipment, and space is 
necessary for economic movement of 
goods. 

Because transportation costs have 
become a major factor in the profit 
picture of many industries, pressure is 
now being put on to improve service at 
minimum cost. A review of the follow- 
ing check-points may well help you 
reduce shipping and receiving costs in 
your company: 

1. Plan and schedule receiving and 
shipping operations. If consignees 
would schedule receiving operations 
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over a longer period than is now 
customary, they would have less con- 
gestion and need less labor in the re- 
ceiving department. At the same time, 
the carrier could spread his deliveries 
and eliminate delays and the period of 
inactivity in late morning and early 
afternoon. 

If shippers would schedule ship- 
ping over a longer period, the carrier 
could make better use of his pickup 
and delivery fleet, bring outbound 
freight to his dock earlier, and reduce 
his costly surge. Shippers would get 
better productivity in the shipping de- 
partment and better turnover of ship- 
ping space and facilities. 

By first routing orders and then 
sorting by carrier, the shipper can 
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process shipments for pickup by one 
carrier by, say, 11 o'clock, the second 
carrier by 1 o'clock, third 1:45, fourth 
2:30, and so on. The carrier will 
benefit, and the shipper will be able to 
turn over the space in his shipping 
room several times during the day. 
Truck back-up spots will not be 
crowded; the flow through the ship- 
ping room will be orderly; and the 
overtime and errors encountered in 
that last-minute, frantic loading of 
trucks can be eliminated. Finally, when 
he meets his schedule and enables the 
carrier to meet his, the customer will 
be sure of getting the product quickly. 
The most far-reaching action ship- 
pers and consignees can take to reduce 
the cost of handling small shipments 
is to apply the same planning and 
scheduling techniques to receiving and 
shipping as they have to production. 
2. Review handling methods. A 
shipper who has not yet taken ad- 


vantage of his industrial engineering 
talent will be surprised at what can 
be done when the methods engineer- 
ing he has applied to production is 
tried on receiving and shipping. 


3. Take a critical look at facilities. 
Many plants and warehouses suffer 
from lack of operating space in which 
to sort inbound materials or assemble 
shipments. Space requirements for 
receiving and shipping can be com- 
puted the same way that space require- 
ments for production and warehous- 
ing are determined. The assignment 
and utilization of this space should 
be planned according to the principles 
used to lay out manufacturing or 
warehousing space. 

4. Lay out space for uncongested 
flow. Flow is all-important in receiv- 
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ing and shipping. A good flow is de- 
pendent on layout, especially the lay- 
out of aisles. Aisle discipline—that is, 
respect for the planned aisle—is much 
less strict in receiving and shipping 
than in production departments. 

5. Segregate shipments by carrier. 
This invariably speeds up loading, 
reduces errors, and improves turnover 
of the space. 

6. Create handleable packages. It 
costs no more to keep packs down to 
55 or 60 pounds, the weight one man 
can handle, than to let them run to 
100 pounds or more so two or three 
men have to handle them. 

7. Mark legibly. The shipper who 
uses anything but the best marking 
methods is inviting delay, misrouting, 
and loss. The old-fashioned marking 
crayon is cheap, but not that much 
cheaper than stenciling, stamping, and 
other modern methods. 

8. Bill legibly. A sizable sample 
in one southern city disclosed that 70 
per cent of the bills of lading were 
handwritten, a surprising figure in this 
day of mechanization. 
bills, of course, 


Handwritten 
are not necessarily 
illegible. The primary cause of illegi- 
bility was poor, overworked carbon. 
9. Notify the carrier of require- 
ments. When a shipper has freight 
to be picked up, he should call the 
carrier as early as possible and tell 
what the freight is, so the carrier can 
plan the pickup and send the right 
equipment. A shipper should never 
make a driver come in every day 
whether there is freight or not. That 
shoots up the carrier’s cost without 
helping the shipper. 
10. Assist the 


driver. Have a 
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checker ready at receiving. Have the 
bills ready on pickups. Segregate 
freight by carrier. Leave it on wheels 
if possible. In any case, have equip- 
ment there for the driver to use. 

11. Check freight when it is floored 
in the shipping department. If freight 
is carefully checked and segregated 
by carrier, all the driver has to make 
is a total-piece count. 


12. Cooperate on sequence and 
header loading. When the 
drops trailers at the dock for ship- 
per’s personnel to load, tell the dis 
patcher the destinations of the ship- 
ments, and he will supply a sequence 
of loading. Then the freight can move 
straight through to destination with- 
out having to go through the local 
terminal. 


carrier 


—From an address by FRANK E. CuMMINGS before the New York Chapter of the 
Society for the Advancement of Management. 


Industrial Packaging Can Make Sales 


FAR FROM BEING just a cost of doing business, industrial packaging can 
actually be a stimulus to sales. Since customers are often the best pros- 
pects, the package can often be turned into an effective merchandising 
tool that helps your salesmen and distributors by attracting attention, 
by making it easier to buy, and by turning small sales into big ones. 

Rockwell Manufacturing Co.’s Delta Division makes more than 1,300 
power tool accessories, most of which are manufactured in several 
different plants, and some of which are purchased complete. Here, 
packaging is a real problem. Since the package is considered a cost of 
the product, it is purchased by the regular plant purchasing personnel. 
But the appearance is completely controlled through a smooth coordina- 
tion between purchasing and advertising and sales promotion. 

All package designing is done through the advertising and sales pro- 
motion department, which in turn prepares final artwork in different 
versions to fit the different package sizes used for each product group. 
This artwork, with color samples, is turned over to the purchasing 
department, which issues instructions to the individual plants. 

The most dramatic possibilities for package merchandising of Delta's 
industrial products exist in the accessory items that lend themselves 
to counter display at locations where over-the-counter sales are made by 
industrial distributors. 

For example, shaper cutters were for many years considered items 
that were ordered, when needed, from blade profiles shown in the Delta 
catalogue. But when new packages were designed to include the actual 
profile of the cutter blades, sales zoomed as a result of impulse buying. 

It’s extremely important, Delta has found, for a family identification 
to be maintained. Delta does this with printed cartons which feature 
a “Delta man” and slogan. 

When considering your packaging program as a means of merchan- 
dising your industrial sales efforts, don’t forget the inside of the pack- 
age. Be sure to include literature about accessory items that can be 
used with the product in the carton, or about other products that might 
be applicable to your customer’s business. 

—Ricnarp J. Brown in Industrial Distribution 7/55 
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Executive Hall of Infamy 


A xumaer of office types have been 
nominated from time to time for their 
appropriate niche in the executive or 
supervisory hall of infamy. They in- 
clude the slave driver, the over-strict 
disciplinarian (as well as his opposite), 
the “snoopervisor,” the eternal sphinx 
(who goes on the theory that the less 
his people know about over-all opera- 
tions and policy, the better off they'll 
be), the office politician, and the hail- 
fellow-well-met. 

There are other types, however, 
who—though less well known—have 
an equally infallible knack for cement- 
ing ill will and creating resentment 
among their personal and fellow as- 
sociates, 

Chief among these is the executive 


or supervisor who is more interested 
in fixing the blame for a mistake than 
in trying to correct it or prevent its 


recurrence. The minute he discovers 
an error, he demands: “Who did this?” 
He never rests until he has tracked 
down the culprit and made sure that 
he has eaten his due share of humble 
pie. 

A second type of boss who displays 
an exceptional ability to irritate per- 
sonnel is the one who fails to keep 
his promises. He sometimes forgets 
the ones he has made—which shows 
he never really meant them or took 
them too seriously in the first place. 
At other times he doesn’t bother to 
follow through on promises because he 
knows they would be difficult or im- 
practical to keep. 

Closely allied, at times, to the per- 
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son who makes promises glibly is the 
“soft-soaper.” The soft-soaper knows 
from experience how important a com- 
pliment or a few words of praise are 
to stimulate better performance on the 
part of employees. The trouble is, 
he doesn’t know the difference between 
praise and idle flattery. He debases 
the very purpose and meaning of 
praise by tossing it around wholesale. 

Still another type of executive whose 
leadership frequently fails to get the 
desired results is the individual who 
is never satisfied. A salesman, for in- 
stance, has just made a big sale and 
with justifiable pride is telling his boss 
about it. The sales manager, secretly 
elated, holds his feelings in check. 
Instead of capitalizing on the “pause 
that refreshes’—a few well-deserved 
words of congratulation straight from 
the heart—he goes on to tell the sales- 
man that his order should have been 
a bigger one. “Next time, aim for that 
and you'll really have something to 
crow about,” says the manager. 

There is also the department head 
who is determined to have every job 
done to perfection. This not uncommon 
type of boss compounds his felony by 
starving his people for appreciation 
and, at the same time, driving them on 
to impossible goals of achievement. He 
expects perfection from himself, and 
naturally he expects it from his per- 
sonnel. For they are, so to speak, but 
an extension of his own personality. 
What they do reflects upon him. As 
a result, his people go home at the 
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end of the day nervous, upset, and 
worn out from trying to keep up with 
his compulsive routine. 

By and large, the perfectionist’s 
record for exactness is a good one, and 
for this reason he is usually highly re- 
garded by his company. If he were 
only a little less of a machine, his 
employees and associates would find 
him less obnoxious to work with. 

Let’s not merely point the finger 


of scorn at these less-than-ideal types 
of bosses unless we are also prepared 
to point it to a certain extent at our- 
selves as well. Instead, let’s allow 
these examples and others in the same 
category to fulfill a more useful and 
beneficial purpose. Let them serve as 
constant reminders to us of attitudes 
not to adopt if we want to win re- 
spect, cooperation, and enthusiasm 
from those we supervise. 


—Carroi H. Jones. Office Executive, June, 1955, p. 19:2 


Has Consumer Credit Reached the Danger Point? 


Whaue tHe stow rise in the totals 
of outstanding short- and intermediate- 
term consumer debt may be causing 
a vague stirring of alarm in the minds 
of many business men, most economists 
are saying this is not the time to start 
worrying. Of course, the experts are 
taking a broad, long-range view of 
the problem—and it’s not their money 
that’s at stake. 

Everyone knows that any sharp dip 
in business activity would have imme- 
diate and snowballing effects on the 
credit picture. Even if there were to 
be a cutback in overtime employment, 
some families might have trouble meet- 
ing their installments because a lot of 
purchases have been made with the 
idea of paying the bill out of extra 
earnings. Part-time work, or a stretch 
of unemployment, would bring on a 
flood of defaults. 

No one expects that to happen in 
the near future. But the totals do con- 
tinue to mount—faster than the coun- 
try’s gross national product, the na- 
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tional income, or the public's total 
spending money. Today a larger pro 
portion of the country’s income is in 
hock to the installment collector than 
ever before in history. That propor- 
tion continues to rise, year after year. 

Just when is the time to start worry- 
ing? Those who should know say 
there are three dependable signs which 
signal pending trouble from overex- 
tended consumer credit, any one of 
which could be serious: 

1. If borrowings take a sudden 
spurt. Since the days when install- 
ment buying began to become an im- 
portant feature of the American busi- 
ness scene, there has been a steady 
rise in the amount of business done 
on credit. This rise apparently signifies 
nothing more than a healthy growth 
in the business of those who offer to 
sell on credit. Many months ago the 
country passed the mark set in 1929, 
supposedly a danger mark, and no 
harm has resulted. As matters stand 
now, the short- and intermediate-term 
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credit outstanding amounts to 11.9 
per cent of the public’s “disposable 
personal income,” which is the amount 
left after Uncle Sam takes out his 
tax bite. 

In 1929, the total outstanding was 
8.9 per cent of the public’s spending 
money. This rise, the economists say, 
is healthy. It’s simply a long-range 
trend and nothing to worry about. But 
there will be trouble ahead if the ratio 
starts to jump fast. Then it would be 
a red flag instead of a normal trend. 

2. If prices start jumping. As long 
as prices remain as stable as they have 
over the past two years, credit buying 
apparently is not making an undue 
demand on the available supply of 
merchandise. 

But if prices start moving up rather 


spectacularly, over and above the 
amounts that can be traced to higher 
labor costs and advancing overhead, 
then the demand engendered by credit 
buying almost certainly is to blame, 
and trouble may lie ahead. 

3. If repayments drop substantially. 
Except in wartime, the amount repaid 
by the public on installment loans 
within a year generally amounts to 
something between 85 per cent and 
90 per cent of the loans outstanding 
at any one time. Any marked lag in 
repayments would foreshadow a wave 
of defaults and eventual repossessions. 

The repayment record of late has 
been good in this respect. Indeed, in 
1954, the ratio was at an extremely 
high level—99 per cent as much was 
paid back as was “borrowed.” 


—The Biddle Survey (Biddle Purchasing Co., New York), July 26, 1955, p. 3:2. 


Plant and Equipment Needs—A Look at 1965 


THE NATION’S capital equipment expenditures may jump 50 per cent in 
the next decade. 

That conclusion can be drawn from projected installation needs re- 
cently developed by the Machinery & Allied Products Institute. 

MAPI admits that its estimate of a 3 per cent annual growth is 
ultra-conservative and that even its projection on the basis of a 4 per 


cent growth could well be too low. Its lower estimate that installation 
requirements for equipment may hit $28 billion by 1965 is probably 
pessimistic. Its higher estimate of a $33 billion need for equipment by 
1965 may be conservative. 

Plant expansion has been running lower than equipment growth. On 
the basis of a 3 per cent growth assumption in plant, outlays could 
reach $15.4 billion by 1965, compared with $9.8 billion this year. On a 
2 per cent growth assumption, outlays will reach only $11.4 billion by 
1965. 

Attacking claims that the economy has been in a dangerous plant 
and equipment expansion boom, MAPI says: “In the case of plant, no 
boom has been visible at any time, and present stocks appear un- 
precedentedly low. As for equipment, where there has been a boom 
by historical standards, the heavy postwar installations do not appear 
even to have restored the stock to normal, to say nothing of over- 


shooting the mark.” 
—Steel 6/27/55 
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Gearing Accounting to Management Needs 


For THE INDIVIDUAL company, failure 
to grow may very well mean to fail 
altogether. How does the accounting 
organization fit into the imaginative, 
stimulating, engrossing job of helping 
management with its future plans? 

While, in its more conventional 
aspects, accounting is basically the his- 
tory of what has happened, its newer 
phase—cost accounting—has developed 
to the point where the cost accountant 
finds himself more and more often re- 
solving questions as to the future 
financial results of certain moves sug- 
gested by management. Here, he begins 
to enter fields formerly pretty well 
pre-empted by the statistician. In these 
fields, he finds himself dealing almost 
entirely with estimates and forecasts. 
This is the forward planning area of 
accounting. This is where the account- 
ant begins to be completely involved 
in the future plans of the company. 

In gearing its activities to the needs 
of operating management, the account- 
ing organization functions as an in- 
vestigator and a reporter. Yet, though 
most industrial accountants are aware 
of the obvious requirements for ac- 
counting information and reports, they 
are still sometimes overlooked. For ex- 
ample, while information must be ac- 
curate, this does not mean that reliable 
estimates cannot be included in its 
preparation. Management requires only 
as much accuracy as is needed to enable 
it to reach sound conclusions and make 
sound decisions. 

Again, operating management has 
to have information that is timely. 
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Profit and loss and cost information 
which is forthcomiig two or three 
weeks after the close of an accounting 
period is worth little more than the 
paper it is written on, so far as taking 
action is concerned. It is better to have 
information based on some approxima- 
tions in time to take action, than to 
have absolutely accurate information 
which is out of date. 

Further, operating management has 
a right to expect intelligible informa- 


tion. Not all the information going 


through the accounting department is 
of interest from the standpoint of plan- 
ning or control. Sometimes, however, 
those who prepare reports seem to 
want to display all they know instead 
of selecting the material that is really 


of interest. A way has to be found to 
weed out the irrelevant. 

Every report should carry with it 
some basis for comparison. There is 
nothing more useless than a mere tabu- 
lation of figures without some com- 
parative information for a prior period 
or a budget of some kind. A reader 
has to have something readily at hand 
to help him in his interpretation of the 
figures presented. If management has 
to supply its own comparisons, it will 
soon set up its Own report preparation 
department, or get a new accountant. 
Where conclusions have been called 
for, they should be tersely stated at 
the very beginning of the report, sub- 
stantiated briefly in the body. 

Reports to the various levels of 
operating management should always 
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be designed with the particular audi- 
ence in mind. For example, the chief 
executive is primarily concerned with 
over-all operations. He is also greatly 
interested in forward planning. He 
wants to know at all times how cur- 
rent operations compare with the plans 
which were made previously. His staff, 
on the other hand, wants information 
that will help it do its job, and wants 
badly to be in a position to answer the 
chief executive's questions. So here the 
accounting department’s problem is 
rather different, because this is a dif- 
ferent audience. Reports to the staff 
of the chief executive must not only 
cover general matters; they must be 
backed up by more detail about plants, 
where production is concerned; about 
district offices or product lines where 
sales are being dealt with; about prod- 
ucts and even projects, in the case of 
research; and definitely about projects 
where engineering is concerned. The 


same principles apply to the next tier 
of supervision. 

In sales, below staff level, reports 
must be directed to district sales man- 
agers and then to salesmen. In research, 
they must be directed to every phase 
of research in accordance with organi- 
zation responsibilities. Reports for en- 
gineering and other departments must 
follow the same pattern. All these re- 
ports should be presented, also, in such 
a way as to provide information about 
important phases of the business with- 
in each of these responsibilities, and 
all should be expressed in terms which 
the particular audience can understand. 

To help management to do its job 
better, the accountant is continually 
challenged to change what he is doing, 
to contrive new solutions to baffling 
problems, to make the information he 
prepares available earlier and in the 
most intelligible form, to help manage- 
ment plan the future. 


—E. J. Haney. N.A.C.A. Bulletin, July, 1955, p. 1563:9. 


Key Questions in Pension Fund Investment 


Business managements are facing a 
relatively new, rapidly growing prob- 
lem: the investment of billions of 
dollars of pension money. This money 
is intended to provide future retire- 
ment income for millions of employees; 
whether it actually does so will depend 
in large part on management's investing 
decisions. 

Choice of plan. The most important 
single pension-investing decision is the 
choice between a trusteed and an in- 
sured plan, just as the second most 


important decision is the selection of 
a particular trust company or insur- 
ance company. The effect of these deci- 
sions is to tie management, in varying 
degrees, to the policies of a particular 
financial institution. 

Under trusteed plans, no earnings 
or annuity rates are guaranteed; wheth- 
er investment, mortality, turnover, and 
expense experience is favorable or not 
directly affects contributions. All ma- 
jor types of insured plans, on the other 
hand, give the contributor a guarantee 
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of principal value throughout the life 
of the plan. Coupled with this guar- 
antee, however, is the fact that a num- 
ber of elements ‘are subject to change, 
some immediately and some after a 
five-year waiting period—e.g., divi- 
dends, interest rates, and conversion 
rates for annuities. 

The choice between a trusteed and 
an insured plan, and among different 
variations of each type of plan, de- 
pends in large part on the objectives 
of the pension fund. Policy is often 
determined by the degree of risk which 
management is willing to take. Many 
executives prefer to accept a relatively 
low rate of return and possibly a high 
cost of pension benefits in order to 
lessen the chance of their being called 
to task by stockholders or union rep- 
resentatives in case of adverse invest- 
ment experience. Others follow pen- 
sion investing policies that are char- 
acterized as aggressive and imaginative. 


In any event, whether a plan is 
voluntary or otherwise, contributory 
or non-contributory, self-administered 
or managed by a trust company, there 
are problems of which management 
should be aware even if most decisions 
are delegated to a trustee. 


Probably the earliest investment 
question in the development of a pen- 
sion plan is the choice of an assumed 
rate of earnings. Here it may be point- 
ed out that earnings assumptions are 
often interpreted in a way they were 
never meant to be used. Actually, the 
assumed rate should never be used as 
a guide to investment policy. Invest- 
ment earnings at a rate less than the 
assumed rate should not be interpreted 
as a signal that investment policy has 
to be changed. Changes in policy may 
be needed, but not for this reason. 
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Valuation methods and reserves. 
Valuation practices have an important 
bearing on whether a fund will be 
adequate to meet future liabilities. For 
example, any sizable and permanent 
decrease in the market value of a fund 
will impair the chances of paying pen- 
sions (or increase the contributions re- 
quired from the employer) although 
the fund, valued at cost, may seem 
perfectly adequate. 

Federal tax regulations make it im- 
possible to accumulate reserves for 
possible future investment losses out 
of the income of the fund or out of 
realized capital gains. Nevertheless, 
many funds have built-in “reserves” 
of a surplus or contingency nature 
which provide cushions against ad- 
verse investment or mortality experi- 
ence, as well as partial hedges against 
possible increases in benefits. The two 
principal investment reserves of this 
type are: (1) the use of a relatively 
low interest assumption, and (2) the 
existence of unrealized appreciation in 
the value of pension fund assets. 

Investment patterns. The need for 
diversification of assets—or the success 
of the fund managers’ efforts to di- 
versify—cannot be evaluated unti! the 
relative importance to management of 
such factors as administrative conveni- 
ence, high yields, and predictability of 
investment results is known. Before 
company executives turn to the equity 
market—or turn their backs on it 
they should have the fund objectives 
clearly in mind. 

A trustee armed with a well-con- 
ceived pension-investing policy must 
still meet the difficult problem of tim- 
ing investments. In some cases the net 
cash flow into a pension fund is quite 
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uneven. In recent years high tax rates, 
favorable corporation finances and 
earnings, and large, unfunded past- 
service liabilities have stimulated cash 
contributions at a high rate. Early 
large contributions tend to lower the 
ultimate cost of pension benefits and 
allow greater flexibility of payments to 
the fund in future years—an important 
consideration to management. 
Different managements giving the 
same amount of thought to the ques- 
tions raised in this article will arrive 
at different decisions which may be 


equally good for their circumstances. 
Some companies will decide to leave 
all pension decisions, actuarial and ad- 
ministrative as well as investment, to 
the financial experts; others will take 
an active part in investment matters. 
Some companies will make much more 
use than others of technical assistance 

~actuaries, consultants, trust compa- 
nies, insurance brokers, lawyers, ac- 
countants, and the rest. But every man- 
agement should accept its responsibility 
to set basic policy for the pension fund 
and see that it is carried out. 


—Wiiis D. Grapison, Jr. Harvard Business Review, July-August, 1955, p. 84:7. 


Pension Termination—A Growing Problem 


WHAT TO DO in case of termination of a pension plan has become an 
increasingly important problem for employers, employees, and those 
writing pension plans, in view of the growing number of corporation 
mergers, split-ups, and dissolutions in recent years, Dorrance C. Bron- 


son of the Wyatt Company (Washington, D.C., consulting actuaries) 
told the Society of Actuaries recently. 

“When a pension plan is being established, it is not unusual to study 
its termination,” Mr. Bronson said. “To many employees, however, the 
form and details of the termination provision, if it becomes operative, 


can mean the difference between much value or none. Trivial points 
can become important fulcrums in turning substantial values one way 
or another when actuarial discontinuance of the plan is being carried 
out.” 

If the termination point is reached without a prearranged plan for 
handling the values and interests of each participant, he pointed out, 
many employees—even some already retired—might suffer. 

The termination problem arises chiefly with the insured deposit ad- 
ministration plan and the non-insured trust funds, according to the 
Washington actuary, and the problem is apt to be encountered whether 
the workers are dropped entirely or included in a new pension plan. 
The question involved concerns the values accumulated to date. 

Wide differences in the amounts to be paid or the future equity 
established can result, for instance, between plans which provide for 
the purchase of paid-up deferred annuities and those which provide for 
a continuing trust fund. The matters of age priority, service priority, 
and vesting of interests are all important. Unless these are properly 
provided for in the termination provision, it may even become necessary 
to reduce pension payments to employees already retired. 

—Weekly Underwriter 6/4/55 
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Is Free Speech Good for Business? 


How can we insure freedom of ex: 
pression for the individual in our com- 
plicated industrial society? 

This is a difficult problem, involving 
old folkways and mores. And it 
brings with it the question of how to 
resolve conflicts between the different 
roles in which an individual finds him- 
self. 

A man is a public utility employee. 
He is also a consumer of its product. 
He is also a stockholder interested in 
dividends. As a voter he determines 
community tax policy toward corpora- 
tions. Which of these roles should 
govern what he says publicly about the 
public utility? Should the employee- 
employer relationship limit his public 
expression? If he talks as an individ- 


ual, does he represent the company 
viewpoint or his own? 

Actually, U.S. industry has never 
had a policy of free employee ex- 


pression. Competitive business has 
historically been based on _ secrecy 
without public expression. 

Particularly since World War II, 
too many hot issues have been around 
to encourage business to let employees 
express themselves publicly. Pressure 
groups of many kinds—racial, reli- 
gious, ideological, political, social, and 
economic—gave everybody stage fright. 
The word “controversial” was applied 
to the most innocuous issues. The fear 
of Communist infiltration and threat- 
ened boycotts for concerns with sus- 
pected “left-wingers” made business 
wary about talking publicly. Today 
there is a recognizable negative trend 
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among companies toward less freedom 
of public expression of employees. 
“Don't rock the boat” is the motto. 

No generalizaton can say whether 
a man is denied freedom of public 
expression inside the office as well as 
outside. There may be no connection. 
Some businesses traditionally permit 
democratic expression within, even en- 
courage it. The trend is for two-way 
communications within business. 

Outside business, official spokesmen 
of large corporations express them- 
selves on a wide variety of topics that 
concern their industries. But they do 
avoid controversial topics or topics that 
do not directly affect them. 

Like other people, most business men 
are afflicted with fear. But they are 
not unique. Their fear is exaggerated 
because the publics they depend on 
may react sensitively and affect dollar 
volume. 

The incongruity of this is evident. 
Business doesn't hesitate to speak for 
or against a tariff. Why shouldn't it 
speak out for a better America, for 
whatever serves the public interest? 
Why shouldn't the individual employee 
be encouraged to express himself pub- 
licly in many ways other than as an 
employee? 

Of course, we must define the em- 
ployee’s obligations. No employee 
should publicly express an opinion on 
a basic company policy without clear- 
ance. Here, indeed, is an area of con- 
flict. 

Such areas need defining. Important 
business groups should indicate where 
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loyalty to business ends and what is 
the employee's relation to his other 
roles. In general, however, business 
should encourage its people to speak 
out on issues that vitally affect business 
and society. If business recognizes that 
free interchange of opinion is funda- 


mental to society's continuance, people 
in business will be permitted to talk 
and express themselves freely. But 
rules must be laid down so that the 
many complicated relations that exist 
can be honestly and effectively handled 
in the interest of all. 


—Epwarp L. Bernays. Printers’ Ink, July 1, 1955, p. 31:2. 


One Company’s Community Relations Problem— 


And How It Was Solved 


Ow tHe surrace everything seemed 
fine at the Borden Company's Van 
Wert, Ohio, location, where Borden's 
operates a cheese plant employing 500 
workers. A routine public relations 
program had been carried on for 
several years, and both public and em- 
ployees seemed to like the company. 

But a check of Van Wert sales 
figures showed that the people of Van 
Wert, where Liederkranz cheese is 
made, ate less Liederkranz than people 
in other parts of the country. 

To discover whether community 
relations might be hurting sales Bor- 
den’s conducted a city-wide public 
opinion survey through an impartial 
polling organization to find out what 
the community thought about Borden's 
and four other local companies. 

Asked which of the four companies 
had contributed the most to making 
Van Wert a good city to live and 
work in, townspeople gave Company 
X (employing 800 employees in a light 
industrial operation) a 6-to-l edge over 
Borden's. Borden employees gave their 
own company only 2-to-l advantage 
over Company X. 
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Townspeople knew twice as many 
people at Company X as at Borden's, 
and they gave Company X almost 
twice as much credit as Borden’s for 
management support of community 
projects. Borden employees gave their 
own company a 1!/-to-l advantage. 

The results of the poll clearly in- 
dicated to Borden management that 
they weren't meeting their community 
responsibilities, they had poor com- 
munication with employees and the 
community, and their employee poli- 
cies and practices needed overhauling. 

Two-thirds of the impressions, the 
poli had shown, were based on per- 
sonal contacts. Accordingly, a new 
public relations approach was worked 
out on the basis of personal-contact 
public relations. 

A Management Club was formed, 
made up of all supervisory personnel 
from the vice president to the working 
foremen. Meetings were held every 
two weeks to give training in Borden's 
history, policies, and practices, as well 
as a thorough course in human rela- 
tions. 

Public speakers were developed and 
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a speakers’ bureau was set up. People 
were encouraged to take part in com- 
munity activities of all kinds. The 
wives were included in the program 
by having them as guests of the Man- 
agement Club and sending them infor- 
mation about Borden’s. 

At the same time, the company be- 
gan buying a half page every two 
weeks in a local newspaper for the 
printing of an employee publication. 
General distribution of the company’s 
financial report was started. Local 
publicity was increased, and special 
efforts to get local groups to visit the 
plant were made. 

The over-all change in Borden’s 
public relations approach had been in 
effect two years when a second survey 
was made. Asked which company was 
contributing the most to making Van 
Wert a good city to live and work in, 
the townspeople voted Borden's a 350 


per cent increase over the first poll. 
Company X dropped 20 per cent. Bor- 
den employees voted their company a 
100 per cent increase on the same 
question. 

The townspeople knew 30 per cent 
more Borden people at the time of the 
second survey than they had at the 
time of the first poll. And 30 per cent 
more townspeople thought Borden 
management was doing “very much.” 
Finally, 10 per cent more Borden em- 
ployees thought management was 
striving to make the plant a better 
place to work. 

The results were plain. The two- 
year period of intensive employee and 
community relations work had paid off. 
In addition, the community relations 
program also helped sales. Borden's 
now sells four times as much Van 
Wert-made cheese in Van Wert than 
before the program started. 


—From a paper by Georce J. KieENZLE in Personnel Newsnotes 
(Owens-Illinois Glass Co., Toledo, Ohio), May, 1955, p. 3:4. 


A Cure for Payday Headaches 


CONVENIENCE for employees and economies for management have re- 
sulted from an unusual payroll banking plan developed by Towers, 
Perrin, Forster & Crosby, Inc. (Philadelphia, Pa.) in cooperation with 
a local bank. Now in operation some five years, the plan has the 
endorsement of the employees, the bank, and TPF&C officials. 

Like many other large companies, TPF&C—a firm specializing in 
reinsurance and employee benefit plans—originally paid employees.twice 
a month, then revised the payroll plan to a monthly basis. Under the 
present system, each employee has a personal checking account, estab- 
lished by the company, at the bank, the Provident Trust Company. 

Monthly deposits of the entire payroll are made in the bank by 
TPF&C and are credited each payday to the individual accounts of 
each of the employees. Subsequently, each employee receives a duplicate 
deposit slip indicating the amount deposited to his account. 

Even though the company absorbs service charges incidental to such 
accounts, TPF&C officials endorse the system as economical. 

Employees are enthusiastic about the convenience of the system. This 
is particularly true of those who do extensive traveling for the com- 
pany and are frequently out of town on pay day. 
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White-Collar Unionization: A Management View 


I+ HAs BEEN samp that of the nation’s 
60 million workers, approximately 25 
per cent are in the “white-collar” cate- 
gory. However, the largest category 
of white-collar employees—estimated 
to number between six and seven mil- 
lion—consists of the office clerical, 
technical, and professional employees. 

The important contrast between of- 
fice and factory groups was shown 
clearly in a recent statistical study con- 
ducted in a large Midwest manufac- 
turing company by the Institute for 
Social Research of the University of 
Michigan. When the office personnel 
were asked what they regarded as most 
important in a job, 49 per cent ranked 
“good chances for promotion” first; but 
only 25 per cent of shop workers gave 
this factor first place. Similarly, only 
13 per cent of factory employees, but 
28 per cent of office workers, thought 
it was important to have a good 
chance to become a supervisor. 

In general, it is clear a higher per- 
centage of office people aspire to higher 
economic status and consequently tend 
to identify themselves with manage- 
ment, unless they are blocked. If they 
find they cannot reach their objectives, 
they may react violently against man- 
agement, to the point of organizing 
and leading a union in an effort to 
obtain their ends by group rather than 
individual action. 

Office personnel tend as a rule to 
feel superior to factory employees and 
tend to identify themselves with man- 
agement. Furthermore, they rely 
heavily on status symbols in their ef- 
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fort to gain recognition as well as 
higher economic rewards. If foremen 
cannot be members of labor organiza- 
tions because they are managerial em- 
ployees, it would seem to be natural 
for professional employees and other 
office groups to reject unions, for to 
join would depreciate their status. 

Historically, unionism among office 
employees in business establishments 
began to grow during the wartime 
period 1941 to 1946 and continued for 
a few years thereafter. Major seg- 
ments of industry had been unionized 
by that time, and the professional 
unionists were looking to the white- 
collar groups as new fields to conquer. 
As late as 1948, however, the two 
major unions had succeeded in organ- 
izing only 74,000 out of a total of six 
to seven million clerical, technical, and 
professional employees. 

The situation in unions representing 
non-professional office workers, as 
shown in the Bureau of Labor Statis- 
tics’ most recent Directory of Labor 
Unions, is something like this: 

1949 1951 
Member- Member- 
ship ship 


Reduc- 


tion 





Office Workers, 


40,000 28,900 11,100 


Salaried Unions, 

INS: sdascsdinasini 27,000 25,000 2,000 
The United Office and Professional 
Workers, CIO (which did not file 
membership figures with the BLS) has 
found that the typical appeal of mass 
action and attack against the employer 
did not “sell” in the white-collar 
groups. Many of its organizational 
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campaigns emphasized the social side. 
Programs almost like college fraternity 
and sorority “rushing” were organized. 
Some of the organizing campaigns in- 
cluded forums on timely subjects, con- 
certs, and other self-improvement ac- 
tivities. That the unions had to engage 
in such organizational activity clearly 
demonstrates the difficulties of white- 
collar unionization. 

In almost every case of white-collar 
organization that the writer has had 
an opportunity to examine, there 
existed at the time of organization a 
severe grievance. Generally, this 
grievance resulted from distorted fac- 
tory wage and office salary relation- 
ships or from the blocking of advance- 
ment or elimination of status caused 
either by the abnormal growth of the 
group or the inattention of manage- 
ment to the white-collar group. 

Once management became alert to 
the fact that an office force was 
organizing as a reaction to some severe 


grievance, it began to study and cor- 
rect wage differentials, corrected the 
procedures for handling of merit in- 
creases, and directed more of its at- 
tention to the white-collar group. 
Thereafter, unionization efforts became 
less frequent. 

In many large industrial companies 
today, the only thing which keeps an 
office local alive is the fact that there 
is a union shop. Generally, after union- 
ization has occurred, and the office has 
settled down, employees cease going 
to local meetings, and it sometimes 
becomes impossible to have any mem- 
ber of the office group take the job of 
union steward. In other words, once 
the original grievances are corrected, 
there is little day-to-day need for a 
union and the union organization tends 
to atrophy. By recognition of the par- 
ticular grievance or need of its office 
group, management can usually elimi- 
nate the seeds of white-collar unioniza- 
tion. 


—OweEN FAIRWEATHER. Occasional Papers in Management, Organization, Industrial 
Relations (Industrial Relations Center, University of Chicago) No. 6, p. 12:22. 


Industry and the Older Worker—A Survey 


AMONG 147 industrial firms of all types and sizes recently surveyed by 
Mill & Factory, 15 per cent of the workers are over 55 years old. Of 
this group, 62 per cent are engaged in production activities. 

According to 15 per cent of the respondents, existing pension plans 
make it impractical to hire workers more than 45 years old. Worker 
efficiency decreases beyond a certain age, report 68 per cent of the 
companies replying. Optimum worker efficiency is attained between 
ages 36 and 45, in the opinion of 53 per cent of the respondents. 

What, if anything, should industry do to encourage the hiring of 
older workers? Suggestions offered by respondents included these: 

“Elimination of compulsory retirement. Ability to make flexible job 
assignments. Retraining to utilize abilities of older workers in areas 
requiring less physical stamina. Modified systems of wage rates for 
older employees.” 

“Lower physical requirements of jobs by mechanization.” 

“Shortage of labor during the next several years will result in most 
employees working between ages of 18 and 70.” 
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Materials Handling: A Survey of 
Company Problems and Costs 


Hanounc is a major problem in vir- 
tually every manufacturing plant—and 
most managers are keenly aware of it. 
To explore the different shapes the 
problem takes in a typical industrial 
area, Factory Management and Main- 
tenance recently conducted a “depth 
survey” of 44 industrial firms in 
Bridgeport, Conn., representing 60 
per cent of the total manufacturing 
employment of the area. Here are some 
of the findings that emerged from the 
survey, which supplemented question- 
naires with actual factory tours at each 
of the respondent companies: 

An average of about 25 per cent 
of total labor hours go for handling, 


and about 10 per cent of all hourly 
workers spend all their time handling, 
in those companies where figures were 
adequate to permit estimates. But one 


of management's biggest needs, it 
would seem, is accurate information 
on the cost of handling. Many man- 
agements (15 out of 44 in Bridgeport) 
don’t have it and were unwilling to 
guess. Yet no company can do an 
effective job of upgrading handling un- 
less it has this basic data. 

Quite a few companies are still los- 
ing cost-cutting opportunities in han- 
dling because they're not organized to 
do an all-out job. Responsibility for 
improvement of materials handling is 
given to all kinds of titles in plants as 
a whole. A total of 52 different titles 
—both staff and line—were men- 
tioned. 


Foremen and industrial engineers 
got the largest number of mentions. 
As might be expected, interviews re- 
vealed that foremen are good at un- 
covering opportunities for improve- 
ments “on the local level” —i.e., within 
their departments. Generally, it was 
reported, the improvements they sug- 
gest are solutions to s:naller-scale op- 
erating problems. 

Industrial engineers, on the other 
hand, usually were best at spotting op- 
portunities for broader improvements 
—interdepartmental handling, over-all 
plant flow, and the like. And their 
improvements were usually of a “meth- 
ods improvement” nature. Employee 
suggestions—another big mention— 
were generally described as “pretty 
specialized.” 

Companies generally depend on the 
talents of their own people, with help 
from handling-equipment sales engi- 
neers to solve their problems in ma- 
terials movement. An extraordinary 
number of different job functions are 
involved in (1) working out the de- 
tails of an improvement, (2) consult- 
ing and advising on preliminary and 
final solutions, (3) approving the solu- 
tion, and (4) participating in the 
selection of equipment needed. 

Industrial engineers, plant engineers, 
plant superintendents, and foremen are 
the men who most frequently work 
out the details of an improvement. 
Foremen, factory managers, industrial 
engineers, plant superintendents, and 
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plant engineers are most often called 
in for advice in solving a problem. 

Few companies have used handling 
consultants, or plan to this year. When 
consultants are called in, it seems to 
be almost entirely in connection with 
new plant or over-all plant studies. 
Most plant executives—rightly or 
wrongly—seem to figure that they can 
solve their own handling problems; and 
about one of three managements looks 
on the sales engineers of the materials- 
handling equipment manufacturers as 
consultants. 

Some form of building deficiency 
was named as the biggest handicap 
to improved materials handling by two 
out of three respondents. ‘Diversity 


of flow’—the old job-shop bugaboo— 
was next-biggest villain, followed by 
“shortage of capital.” 

Answers to the question, “What is 
the approximate installation date of 
your last significant handling improve- 
ment?,” indicate that 10 plants have 
major improvements under way; 18 
made improvements last year; seven 
have made major improvements since 
1950; and only nine have made none 
since 1950. Asked what handling 
improvements they are planning to 
install during 1955, 11 plants said they 
plan no significant handling improve- 
ments this year; however, 33 are plan- 
ning some improvements, and 22 of 
these are fairly extensive. 


—Factory Management and Maintenance, July, 1955, p. 95:10. 


What Purchasing Expects of the Salesman: 
One Company’s Standards 


Ont WORD is the key to why one 
salesman succeeds where another fails 
in making a sale to U.S. Steel Cor- 
poration: “thoroughness.” We regard 
it as the dominant characteristic of a 
top-flight industrial salesman. 
Thoroughness, as we at U. S. Steel 
see it, means a number of things: 
Knowledge of our needs: A sales- 
man should acquaint himself suffi- 
ciently with our business so that he 
will know whether we can or cannot 
use his product advantageously. Sup- 
pose the salesman is selling overhead 
electric cranes: Before calling on us he 
should know in general the types and 
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kinds we use, and the conditions under 
which they operate. If he sells iron 
and steel scrap, he should know all 
kinds and qualities of scrap. He should 
know the effect of residual alloys on 
our processes. 

User benefits: Once he has proved 
to us that he knows we can use his 
product or raw material, the sales- 
man we welcome tells us why it is 
better than others. Then he shows us 
how its use will result in a particular 
benefit to us, either in maintaining or 
improving the quality of our product 
or operation, or in reducing our 
present costs, immediately or within 
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a reasonable time. We want the sales- 
man to demonstrate some improve- 
ment in use or performance, to point 
out opportunities for user benefits in 
the product he sells. 

Service and performance: We re- 
gard highly the salesman who demon- 
strates that his firm can design equip- 
ment to give us the lowest cost per 
unit of production. In his sales talk, 
the salesman should make clear the 
ability of the supplier to cvordinate 
the manufacture of component parts. 
We want to know the facts on service 
and delivery, whether we're buying 
machinery, raw material, printing, or 
anything else. The good buyer ferrets 
out answers by asking questions, but 
the salesman should volunteer this in- 
formation. The best salesman is the 
one who understands the conditions 
the sale involves and doesn’t brush 
over them lightly. 

Understanding of price: Naturally 
we're interested in price. But we 
guard against acquiring the reputation 
of being a price buyer. Price must be 


considered together with quality, suit- 
ability, service, and delivery. 

A salesman isn’t a cost accountant, 
but he should know the price of his 
product, not merely as a dollar figure 
but as an amount representing certain 
factors with which he is intimately 
familiar. He should know what goes 
to make up the cost of his product, the 
present and possible future condition of 
its market. And he should be able to 
defend his price as competitive. 

We regularly pay price differentials 
for evaluated advantages in perform- 
ance, characteristics, delivery, service, 
or installation. If we know that a sup- 
plier will do an outstanding job, once 
the equipment is installed, we may pay 
a higher price for his product. 

The competence of salesmen is pro- 
gressively improving; their knowledge 
of products, product uses, and applica- 
tions growing better. In fact, the day 
of the high-pressure, personality-plus 
individual, who made the grade in in- 
dustrial selling on these characteristics 
alone, is about gone. 


—Rapu C. Morritt (Director of Purchases, U.S. Steel Corp.). 
Sales Management, June 1, 1955, p. 36:2. 


Traffic Lights Keep Score on Quality 


GREEN MEANS “GO”—defects of workmanship are negligible—in the 
traffic light system that helps control quality at Bendix Aviation’s 


Bendix Radio Division. 


Amber means “caution”—defects are on the 


upswing. And red means “stop” the line—defects are too many. 
For its “Quality Controlite’ System, Bendix has mounted standard 


traffic signals at intervals over radio assembly lines. 


These assembly 


line signals are synchronized with miniature traffic lights—one for each 
line—mounted on remote indicator boards in quality control and pro- 
duction offices. This system of light signals gives everyone a continuing 
check on the number of workmanship defects. 

The basic function of the system is indicating the caliber of work- 
manship on the assembly line. What lights go on depends on data 
collected by the quality audit inspectors of the Quality: Control De- 
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partment, who inspect a random sample of each hour’s production in 
each assembly line. This sample testing is in addition to thorough line 
inspection of all units made. 

Among the benefits of the system Bendix lists the following: 

1. The traffic light system has a familiar visual appeal, dramatizing 
the importance of quality control. 


2. The system places the operator squarely in the center of the quality 
control picture, offering a continuing and visible check on the number 
of work defects. With the stimulus of incentive payments, the system 
encourages careful workmanship. 

3. Management and supervisors have a quick and continuing check 
on quality of assembly line production. 

—G. R. Bapcer in Mill & Factory 7/55 


The Foreman and His Work Group: A Survey 


IN SEARCH OF information to help construct a job “profile” of a produc- 
tion foreman, the National Foremen’s Institute recently queried several 
hundred manufacturing companies on their practices. 

Returns from 226 companies indicate that the average number of 
employees supervised by a foreman varies widely, ranging from a low 
of one to a high of 279. The average number of employees supervised 
in key production departments, however, is 28. This average does not 
vary much from region to region, going from a low of 25 in the Middle 
West to a high of 30 for both New England and Western firms. 

When the size of the firm is taken into account, however, the variation 
is considerably greater. Foremen in smal] firms (less than 100 em- 
ployees) supervise fewer workers than foremen in medium, large, or 
very large companies. The average for the small firms reporting was 16. 

Foremen in large firms (500 to 1,000 employees) supervise more 
workers on the average than foremen in small, medium, or very large 
companies. The average among large firms was 38. 

For all companies in the survey, the range of greatest frequency (20 
per cent) was between 15 and 19 persons supervised. However, small 
firms showed a larger proportion (34 per cent) for the 10-14 range; 
large firms show a higher percentage (19 per cent) for the 25-29 
range, compared to 11 per cent for the 15-19 range; and very large 
firms show a higher percentage for two other ranges—25-29 (28 per 
cent) and 50-74 (24 per cent). 


—Employee Relations Bulletin (National Foremen’s Institute, Inc.) 7/20/55 





WOMEN IN ENGINEERING: Approximately 105,000 women graduate from 
college each year. Yet in 1952-1953, only 33 women obtained their first 
degree in engineering; 15 received a master’s degree; and four, a doc- 
torate. All told, 816 women engineering undergraduates were enrolled 
in 210 schools for the 1953-1954 school year. While only 1 per cent of 
America’s 500,000 engineers are women, in Russia women form nearly 
25 per cent of their nation’s engineering force. 

—Industrial Relations News (230 West 41 Street, New York 36, N. Y.) 5/14/55 


September, 1955 





Optional Forms of Retirement Benefits: 


Costs and Administration 


Unm RECENTLY, employees had lit- 
tle or no voice in determining the level 
of their retirement benefits, let alone 
the form in which they were paid. 

Now, however, the publicity that 
attends bargaining on pension benefits 
and the more widespread understand- 
ing and interest in pensions on the 
part of the general public are focus- 
sing attention not only on the absolute 
size of the payments granted, but also 
on the possibility of adapting these 
benefits to the varied special circum- 
stances and needs of retiring employees. 

One question which naturally arises 
in the course of considering whether 
retiring employees should be allowed 
to decide for themselves how and when 
their pensions are to be paid is just 
how costly such an innovation is likely 
to be, and, correspondingly, how to 
incorporate it into a pension plan so 
that the maximum advantages can be 
obtained for whatever additional ex- 
pense may be involved. 

From a practical standpoint, the em- 
ployee, once given a choice, is most 
likely to select the option which he 
thinks will provide the greatest return 
in the light of his own appraisal of his 
future prospects. For example, an em- 
ployee in poor health may elect to 
retire immediately at 63 rather than 
wait until 65 because, even though his 
payments starting at 63 will be some- 
what smaller, he calculates that he will 
receive more that way than he would 
by taking his chances on surviving to 
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65 and then starting to collect his full 
pension. 

Again, an employee in poor health 
at the time of his normal retirement 
may well choose a “Joint Annuitant” or 
a “Guaranteed Period” option, if he 
has any reason to suspect that he has 
only a few years to live. In such 
cases the outgo from the pension fund 
would probably be greater than it 
would have been had the only pen- 
sion available been a straight life an- 
nuity, commencing at 65, and there 
would be an extra cost to the plan 
to the extent of the difference in 
outgo. 

The most common way of minimiz- 
ing this extra cost is to require that 
the choice of income to take effect 
at retirement shall be made no later 
than, say, three years, or some such 
waiting period, before the date when 
payments would normally begin. Nat- 
urally, the longer the waiting period, 
the more effective is the screening out 
of “extra-cost” cases, but to use a 
period appreciably greater than five 
years would nullify the advantages to 
the employee. Usually this waiting 
period is waived if satisfactory evi- 
dence of good health is produced by 
the employee. 

To obviate the necessity of produc- 
ing evidence of good health when an 
alternative income benefit is applied 
for after the “deadline,” one plan that 
has recently been suggested arranges 
for the regular income to start at 
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normal retirement and change to the 
requested alternative basis when three 
years—or whatever the fixed waiting 
period is—have elapsed since the ap- 
plication was actually filed. This in- 
genious method achieves simultaneously 
the necessary deferment of the desired 
income basis from the time of election, 
and the commencement of an income 
at the time of retirement. 

Another approach to the problem 
takes the view that if every election of 
an alternative income basis is prompted 
by considerations of health, then the 
equivalent incomes should be corre- 
spondingly adjusted to take this factor 
into account, presumably by using a 
mortality table more nearly parallel to 
that of this special group of people. So 
long as the actual income rate proper- 
ly reflects true mortality experience, it 
is unnecessary to require that the elec- 


tion be made by any particular time. 

It can be argued, though, that many 
requests for alternative incomes arise 
because of considerations which are in 
fact quite unrelated to prospective lon- 
gevity—to avoid taxes, for example, or 
to integrate the pension with other 
sources of income—so that it would be 
unfair to penalize presumably healthy 
lives just because the same options are 
chosen by fellow employees in impaired 
health. 

Only as time passes and experience 
develops under a pension plan offering 
such options can any analysis of the 
cost of these features be reasonably 
made. Meanwhile, the employer who 
is thinking of including these optional 
forms of benefit in his pension plan 
should pay careful attention to both 
their initial design and subsequent ad- 
ministration. 


ROWLAND E. Cross. The Journal of Commerce, June 17, 1955, p. 8:1. 


Lightening the Burden of Government Reports 


IN ORDER to do its work, the Federal Government must have a mass of 
information from business and industry. In recent years, however, the 
reports that companies and individuals are asked to submit to various 
government agencies have proliferated until they have reached a grand 
total of approximately 4,700. 

To determine whether the resulting burden on industry and govern- 
ment could be appreciably reduced, the Hoover Commission set up a 
group of industry-government committees to study 328 of the 4,700 
reporting requirements and determine whether any of these might be 
simplified, consolidated, or done away with entirely. 

Within a four-month period, the committees’ accomplishments had 
resulted in an estimated saving to industry of more than $10 million, 
and to government of more than $5 million. Of the 328 forms chosen 
as targets, 51 were found to be duplicates; agreements for elimination, 
simplification, or modification were brought about in 49 cases; and 
partial agreements were achieved in 26 instances. There remain, the 
Citizens Committee for the Hoover Report stated recently, 169 “paper- 
work targets” for joint future study and action. The Hoover Commis- 
sion Task Force estimates that 25 of these could yield total savings of 
$100 million a year. 
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Coming to Grips with the 
Industrial Noise Problem 


Jor xranxeck worked a drop forge. 
He was good; he'd been at it for 13 
years. Then he began to complain that 
his hearing wasn’t as good as it had 
been. A few weeks later, Joe’s em- 
ployer learned that he was seeking 
$4,500 compensation for a partial loss 
of hearing suffered on his job. Joe got 
the money, though his employers 
fought the case in court. 

That was four years ago. Last year, 
in the same state and in a plant of 
the same type, 24 workers received 
$55,400 for partial loss of hearing. 
There are no statistics, but one state 
industrial commission official has 


argued that there is a $2 billion tab 
suspended over industry for loss of 
hearing claims. 


At least four states—Wisconsin, 
New Jersey, New York, and Missouri 
—now have legislation that allows 
compensation for partial loss of hear- 
ing by a worker who can prove that 
his hearing loss was caused by the 
noise of the factory equipment he op- 
erated. In most other states, complete 
loss of hearing in either or both ears 
must be proved at present. More 
legislation is coming. 

Wisconsin has been a leader in set- 
ting up hearing-loss legislation. Its 
new law, while reducing compensation 
payments by about half, offers for the 
first time a fairly detailed specification 
as to what constitutes industrial hear- 
ing loss. A subcommittee report by 
five medical men, which will be used 
in interpreting the law, states that 


losses of 17 decibels or more, at fre- 
quencies of 500, 1,000, and 2,000 
cycles, will be compensable. 

Labor sources had concluded as early 
as 1952 that a prolonged 85-decibel 
sound will injure a worker's hearing. 
There’s good evidence, however, that 
a noise level as high as 100 decibels 
is not injurious even after consider- 
able periods of exposure. The sleeper 
is noise frequency (cycles per second 
or pitch) rather than decibel rating 
(volume). 

Audiometer testing can detect a loss 
in hearing of a few decibels when the 
sound pitch is still up in the shrill 
4,000-cycle range. Thus an incipient 
hearing difficulty can be detected be- 
fore the loss becomes a practical liabil- 
ity. 

Industry began tackling the problem 
with vigor as early as 1952, judging 
from sales of audiometers in the past 
few years. Audiometers are available 
at about $350-$700 in models simple 
enough to be operated by the plant 
nurse, and in models capable of testing 
as many as 40 people in a single opera- 
tion. Equipment for testing noise levels 
in a plant, costing about $900 to 
$1,100, has experienced a similar sales 
increase. 

Along with purchase of sound-and- 
hearing test equipment, many indus- 
tries are hiring full-time sound engi: 
neers, or calling in sound consultants. 
Some larger concerns have inaugurated 
their own in-plant programs. 


—K. W. Bennett. Iron Age, July 7, 1955, p. 51:2. 
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Management’s Part in the Safety Program 


Sarety has long since assumed the 
character of one of those eternal, un- 
assailable virtues that everyone is for 
and no one is against. In consequence, 
it is too often presumed that the busy 
man at the head of the company 
knows as much about how to get to 
the promised land as the safety man 
who preaches the gospel of accident 
control. 

Even the salesmen—a group not 
likely to pass up any avenue of attack 
—when selling products accessory to 
a good safety program, tend to take 
it for granted the head man is sold 
on safety and aim their efforts at sell- 
ing things to a safety man, rather 
than ideas to the policy man, who is 
the real moving force in the company. 

Yet the companies with the best 
records are almost invariably those 
whose chief executives are the spark 
plugs of the program, alert to both 
economic and humane considerations. 
Sometimes the outstanding difference 
between a run-of-the-mill safety pro- 
gram and a very effective one is that 
the leading executive in the plant ac- 
tively participates in the latter. The 
addition of his authority visibly and 
regularly thrown behind the safety 
policy breathes life into it. 

Stephen Geoghegan, vice president 
of Permacel Tape Corp. (New Bruns- 
wick, N.J.), discovered this as the 
result of an explosion in his plant 
several years ago. “I hardly recom- 
mend blowing up the plant as being 
the proper stimulus to a safety pro- 
gram,” he says, but in his case the 
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accident was what got him into the 
act. 

The heart of the Permacel safety 
program is a Central Safety Com- 
mittee, consisting of Geoghegan, the 
production manager, the plant en- 
gineer, the industrial relations direc- 
tor, the director of research, the 
process development 
the safety engineer. 


manager, and 

Once a month, that top team in- 
spects on foot every corner of Perma- 
cel’s 260,000 square feet of manu- 
facturing space for physical hazards 
and careless or dangerous work meth- 


ods. 


In each department, the foreman 
and steward are brought in on the 
check-up and invited to bring up any- 


thing they think needs correction or 
looking into. What to do about any 
problem is decided on the spot, if the 
problem is one that can be met by 
delegating the correction to the me- 
chanical department. This work has 
top priority. 

A week later, the Central Safety 
Committee meets to report on how its 
inspection-tour orders were carried 
out and to discuss what to do about 
any situation that needs further study 
—if it is something that can wait that 
long for remedy. The Committee must 
also approve all new equipment. 

“If we have to answer the question, 
‘Do we take care of an urgent pro- 
duction requirement, or do we shut 
the equipment down for safety rea- 
sons?” it gets shut down,” says 


643 





Geoghegan. “There can be no devia- 
tion from that policy if you want to 
hold the respect of your people. 
“You will find that to maintain a 
good safety program will carry with 
it maintaining excellent housekeeping 
and orderliness. And, to the extent 


you do that, your people think in an 
orderly fashion. You will find that 
accidents and mistakes in production 
are very prevalent where disorder pre- 
vails. You won't have a safe plant 
until the line organization accepts its 
responsibilities in this respect.” 


—Dun's Review and Modern Industry, June, 1955, p. 69:3. 


Breaking the News of a Plant Shutdown 


NO MANAGER likes to call his people together to tell them the company 
is closing the plant; but at one time or another many a plant manager 
has to do just that. 

Communications at closing time take many paths. Particularly in a 
small city, there are the rumor channels: grocer to housewife, worker 
to bartender, driver to car pool. As was discovered during the war, a 
badly handled master plan will soon have as many versions as there 
are people who know about it. 

In some cases, closings have been handled with the intricate timing 
of an air-land-sea combat operation. For example, here’s how E. I. 
du Pont de Nemours & Co. went about preparing to close its rayon 
plant at Yerkes, N.Y.: 

Until the day of the official announcement, only the plant manager 
and one member of his staff knew that the Yerkes plant would close 
next spring. Shortly after 8 a.m. that day, the manager called on a 
neighboring DuPont film plant and told the top management his plans. 
The film plant agreed to follow the rayon plant’s announcement sched- 
ule with one of its own, so the film employees wouldn’t start worrying 
about their jobs, too. 

Then the manager went to his own plant and called in his 13-man 
staff to help prepare a written announcement explaining the whens and 
whys of the closing and outlining the pay situation for each class of 
employee. 

At 10:30, three simultaneous announcements were made. Manage- 
ment called in the local union committee; staff members told super- 
visors; and supervisors at once passed the word to the employees. 
Everyone got a written announcement. At 11, local newsmen arrived 
at the plant for a scheduled press conference. They were given hand- 
outs and a chance to ask questions. At noon, other local industries were 
notified by phone. So were all vendors and local civic organizations. 

Next door at the film plant, the same announcement schedule, lagging 
by 15 minutes, was carried out. Later in the day, personal letters, over 
the manager’s signature, were mailed to every Yerkes rayon worker. 

Subsequently, Du Pont did much to help place the people at Yerkes. 
Over 100 went over to the film plant next door. Offices in the plant 
were made available to job recruiters from other companies, and local 
newspapers cooperated in helping to place people. 

—Business Week No. 1300 
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Help for Higher Education: G. M.’s Program 


Since THE END of World War II, 
harassed college and university presi- 
dents have been continuously sound- 
ing the alarm. “No matter where we 
start,” said Yale’s Whitney Griswold, 
“every spoke of the wheel leads to the 
hub: the need for new capital.” 
Nearly half the nation’s private colleges 
are running in the red. The Commis- 
sion on Financing Higher Education 
announced in 1952 that U.S. campuses 
will need at least $3.57 billion before 
1960 for plant construction alone, and 
the American Council on Education 
has reported that it will take $5.5 
billion merely to house the estimated 
jump in enrollments by 1970. Where 
was that sort of money to come from? 
At the beginning of the year, with the 
announcement of a $2,000,000-a-year 
gift program by General Motors, one 
thing had become clear: U.S. industry 
was well started on a program to give 
help to U.S. colleges and universities— 
and therefore to help itself. 

Until the financial crisis became really 
acute, most companies were satisfied 
with a restricted sort of giving. They 
financed a few scholarships and profes- 
sorships, a set of research projects re- 
lated to their own work. Some feared 
that to do more would bring howls of 
protest from stockholders; others won- 
dered frankly about their legal right to 
give. Gradually, under the prodding of 
such men as Alfred P. Sloan Jr., Irving 
S. Olds, Laird Bell, and Frank Abrams, 
U.S. business men began to realize that 
(1) higher education is industry's best 
hope for talent, and (2) industry is 
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higher education's best hope for funds. 

In the past few years, U.S. business 
has set up a whole series of plans for 
giving. But, of all the plans in effect 
so far, none is more comprehensive—or 
more generous—than the program an- 
nounced this year by General Motors. 
To the $2,500,000 it already spends 
annually on special training, fellow- 
ships, and research, G.M. intends to 
add $2,000,000 more. Provisions of the 
new plan: 


1. For the various accredited private 
institutions that have 20 or more grad- 
uates at G.M., and to a number of 
public institutions with a “substantial” 
number of alumni, the company will 
provide 250 four-year scholarships each 
year and will add a $500-to-$800 grant 
to each private college involved. The 
colleges and universities will pick their 
own students, but no one campus will 
get more than five scholarships in any 
one year. 

2. Under a “National Plan,” G.M. 
will award 100 four-year scholarships 
a year to the graduates of private and 
public secondary schools in the U.S., 
Alaska, and Hawaii. To get a scholar- 
ship, each student must take a com- 
petitive examination given by the Edu- 
cational Testing Service of Princeton, 
N.J., and must then pass review by a 
special panel of educators. Each 
private college and university picked by 
the students will also get the additional 
$500-to-$800 grant. 

3. Besides the scholarships, G.M. 
will give $10,000 each to foundations 
representing colleges in New York, 
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New England, Ohio, Indiana, Penn- 
sylvania and Michigan; $35,000 more 
will go to the United Negro College 
Fund. A total of 306 campuses will 
benefit this fall under all aspects of 
the G.M. plan. 

Though U.S. corporations are far 
from using up the 5 per cent tax 
exemption allowed (they use less than 
1 per cent for all types of philan- 


thropy), they have obviously adopted 
a whole new attitude towards higher 
education. And that attitude is as 
practical and down-to-earth as a bal- 
ance sheet. “It is not too much to 
say,” observes G.M. President Harlow 
Curtice, “that the future of our nation 
—even its very survival—is in the 
hands of our institutions of higher 
education.” 


—Time, Vol. LXV, No. 4, p. 51:2. 


Placing the Partially Disabled Worker: 
A Growing Management Problem 


Because or THe FAcT that about 50 
per cent of all men over 45 have some 
coronary-artery disease or “heart trou- 
ble,” as it is popularly called, older 
workers are finding it increasingly dif- 
ficult to obtain employment. Many 
companies are afraid to hire them, be- 
cause today the employer may be liable 
for compensation when disability or 
death occurs from a heart attack while 
the employee is on the job—even 
though no accident or unusual incident 
can be shown to be the cause. 


This development, which has come 
about because of recent court decisions 
based on new interpretations of the 
workmen's compensation laws, poses a 
serious threat to the employability of a 
great part of our labor force. It af- 
fects literally hundreds of thousands 
of elderly individuals and their fami- 
lies; management is beginning to 
manifest a new and irrational fear 
about hiring the handicapped of any 
type. 
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Actually, the idea that physical 
work, especially hard physical work, 
is bad for a man’s heart is entirely er- 
roneous. There is ample statistical proof 
that this is true only if coronary de- 
generation has progressed to an ad- 
vanced stage. As a matter of statistical 
and medical fact, physical activity, even 
substantial, hard, physical work, is 
man’s healthiest course. Studies show 
that men 45 to 64 years old doing 
heavy work are only 50 per cent as 
likely to die from coronary-artery dis- 
ease as those doing light work! In al- 
most all cases, idleness is much harder 
on the heart than a daily job. 

Many employers also labor under the 
misconception that casualty insurance 
companies do not want handicapped 
people employed for fear that to do so 
would increase compensation losses; 
but, in point of fact, insurance com- 
panies have been in the forefront in 
urging the employment of the handi- 
capped. 

Liberty Mutual, the nation’s largest 
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carrier of workmen's compensation, has 
been working on the problem of plac- 
ing the physically disabled for over 1U 
years. In turn, this work has led to job 
studies within industries to determine 
the physical requirements for match- 
ing workers to safe and produc- 
tive jobs. And it has resulted in the 
concept that the physical capacity to 
do work can be scientifically deter- 
mined by the medical profession. 

Both these developments can be im- 
portant in solving the problem of the 
progressive disability case. Medicine 
may also be able to help by providing 
a clearer answer as to what constitutes 
valid industrial aggravation of a pre- 
job condition of partial disability. 


But, while it is logical to recommend 
that medicine help in setting up clear- 
cut criteria for compensability in heart 
disease cases, it must be borne in mind 
that once benefits have been won by 
any group—in this case through court 


decisions—it is hard to take these bene- 
fits away or to modify them. So it is 
not too likely that any criteria that 
would narrow the present basis of com- 
pensation award would have much 
chance of state legislative approval at 
this time. 

Real help in solving this problem 
may possibly come from the so-called 
second-injury principle. The idea here 


is to put some cushion in compensation 
laws to spread the burden of respon- 
sibflity for loss from accidents by handi- 
capped workers. This principle is to 
charge such losses against a fund sub- 
scribed to by all employers rather than 
to charge them to the experience of the 
individual employer. A large number 
of states have included in their compen- 
sation laws provisions for second-injury 
funds which provide for payment of 
permanent total disability when an in- 
dustrial accident is superimposed upon 
a pre-existing impairment and then 
produces a permanent total disability. 
It may prove desirable to broaden these 
provisions to include cases of less se- 
verity than total permanent disability. 

However, compensztion laws are not 
broad enough to cover all the kinds of 
disabilities which afflict literally mil- 
lions of American workers now en- 
gaged in remunerative employment. So 
far, no second-injury legislation has 
been devised that answers the problem 
of how to better the employment 
chances of people with a heart condi- 
tion. But this is a new field; it de- 
mands much more investigation and 
thought; and it seems entirely probable 
that ways will be found to spread 
compensation losses and give the em- 
ployer, as well as the employee, pro- 
tection when such persons are hired 
or retained in employment. 


—Stanwoop L. Hanson. Supervision, July, 1955, p. 10:3. 





FEW UNIONS keep a close check on the type of service that shop stewards 
render to employees. In Canada, however, several unions make a prac- 
tice of sending out periodic “rating” sheets on which members score 
their shop stewards. Typical questions: “Has he shown fairness in al] 
his dealings with you and the company?” “Does he get things done?” 


or 


being abusive?” 


—Employee Relations Bulletin 
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Does he keep cool in difficult situations?” “Can he be firm without 


(National Foremen’s Institute) 





Analyzing Your Packaging and Shipping Practices 


IN ALL PROBABILITY, packaging and freight is costing your company 
a lot—perhaps much more than you think. In some cases, packaging’s 
share ef the product price may amount to as much as 15 per cent. A 
close study of freight and shipping customs and costs in your company 
can trim off wasted dollars of cost. Consider these questions: 

1. Do we actively solicit suggestions for lower-cost packaging methods 
from specialists in the field? 

2. Are we working with parts and materials suppliers both to cut 
packaging costs and to prevent damage to shipments? 

3. When evaluating the advantages or various types of containers, 
do we consider the freight cost advantages of the lighter types? 

4. Have we considered combining shipments from a number of sup- 
pliers in the same area to get the advantage of car or truckload rates? 

5. Have we fully investigated the relative merits of alternative 
packaging materials—-wood, metal, plastic, corrugated, bags, wire, 
strapping, etc.? 

6. Are we familiar with the pros and cons of expendable vs. re- 
turnable pallets and containers? 

7. Are we using the most efficient methods to bind and close con- 
tainers for outgoing shipment? 

8. Do we consider demurrage charges when scheduling incoming 
shipments? 

9. Do we know what packaging of purchased items costs us; are we 
alert to possibilities of doing it cheaper? 

10. Have we considered having purchased items packaged in con- 


tainers which we can reuse in our own operation? 
—Purchasing 6/55 


Dramatizing the Quality Problem 


A “SCRAP WAGON” emphasizes the quality-control problem for employees 
of General Electric’s Air Conditioning Division, Bloomfield, N. J. The 
wagon consists of three shelves containing rejected parts; it’s stationed 
for a week at a time in the departments responsible. 
On the top shelf of the wagon is placed the “King of the Scrap Pile,” 
a component that has shown an unusually high reject rate during a 
specified period of time. The shelves below contain damaged parts of 
the component, with a poster beside each one telling the cost of the 
part, the cause of damage, and the section responsible. 
—Labor Policy and Practice (Bureau of National Affairs, Inc.) 7/7/55 





ROUGH ON RUMORS: State Farm Insurance Co. (Bloomington, III.) 
runs a “Pruning the Grapevine” column in its employee newspaper, 
printing the latest scuttlebutt and the real facts. This was a common 
wartime practice, discontinued by many companies later un, but it’s 
being revived in an increasing number of house organs. 

—Lawrence Sressin in Forbes 4/15/55 
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Is Office Management Ready for Tomorrow? 


I THEIR EFFORTS to raise the sales 
dollar and cut production costs, man- 
agements have budgets prepared, fore- 
casts made, productivity reported, cost 
data compared, hours and wages 
recorded, and all kinds of other reports 
and records made and maintained. But 
all too seldom do they seriously ques- 
tion the one most obvious cost that is 
before them all the time—the cost of 
these reports and records that are al- 
legedly so “essential.” 

In effect, top management has turned 
its back on a very lucrative source of 
additional profits. Since cost reductions 
pay dividends directly into the profit 
column, what better area for potential 
profits could be found than an area 
where costs have risen virtually un- 
checked? 

Cost reduction can be a gold mine— 
and the office is often the mother lode. 

If it is the job of the office executive 
to control and reduce office costs, it is 
the job of those over him to make it 
possible for him to do this job. Un- 
fortunately, he has not been given the 
free hand frequently needed to turn 
in a good performance. Moreover, 
adequate incentives for office man- 
agers to achieve greater efficiency are 
often lacking, and inefficiency is seldom 
recognized before it has reached major 
proportions. It might be difficult to 
find any comparable segment of busi- 
ness where fewer incentives for im- 
provement have been offered and 
where the penalties for poor perform- 
ance have been so sparingly dealt out. 

Under such circumstances, it is all 
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the more remarkable that office man- 
agers, as a group, have done yeoman 
work in organizing and improving the 
operations of the office. But how much 
more could be done under the stimula- 
tion—or even the sanction—of top 
management! 

The most immediate help would be 
an assessment by top management of 
all the reports it now receives. It is 
probably a conservative estimate that 
every fourth piece of paper passing 
through the office could be eliminated 
without any perceptible adverse effect 
on the business. 

If this reduction in paperwork could 
be translated directly into a reduction 
in clerical salaries, it would mean a 
saving of some $15 billion a year. 
And, if the office managers of America 
could hand a fat profit-plum like that 
to American business, they should cer- 
tainly receive more than a mere com- 
mendation. 


One important factor that has tended 
to limit existing opportunities for over- 
all economies in the office relates to the 
purchase of office equipment. As soon 
as an office-equipment salesman enters 
the office of a prospect, he comes to a 
fork in the road. One way leads to the 
methods specialist, the office supervisor 
or manager. These are the men who 
know what they want done, who can 
discuss intelligently the machines to do 
the work, who can appreciate the 
problems involved in modifying the 
machines, and who can judge how well 
a piece of equipment will fit office 
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needs. These men have the ability to 
decide—but all too often they don't 
have the authority to purchase. 

The other way leads to the purchas- 
ing department, the controller, the 
treasurer, or even the president. There 
is where the authority to buy is located. 
But when the salesman gets into this 
area he is getting away from the 
people with the closest interest and 
fullest knowledge of office operations. 

The solution most salesmen have 
reached is fairly obvious. Since his 
objective is to sell, the salesman under- 
standably takes the one path that leads 
to the ultimate authority to buy. As 
a result, the sales talk is often limited 
to the tangible and impressive facts 
about a particular machine. The sales 
men describe how fast a machine can 
operate or how many different opera- 
tions it can perform, but they seldom 


tie the sales talk in with over-all office 
operations. 

Thus the causes of inefficiency in 
management run in a tight little circle 
that must be broken before improve- 
ments can be effected. It is up to top 
management to part with some of the 
authority it has held but hasn't used. 
It is up to office management to pre- 
pare itself to receive this authority. 


The office of the future—the office 
where electronic devices eliminate 
many time-consuming steps, speed up 
the remaining operations, and reduce 
errors to a minimum—can hardly be 
established in a company where the 
office executive has only limited power. 
The office manager must either pre- 
pare himself to meet these added re- 
sponsibilities or accept the fact that 
the office operations will be directed 
by someone who is ready to do the job. 


—From an address by RicHarp L. KraysiLt before the Trenton (N.J.) 
Chapter of the National Office Management Association. 


Pensions and Insurance Trends Since 1950: 


A Survey 


A tremenvous increase in the fre- 
quency of negotiated pension and in- 
surance plans is one of the outstanding 
characteristics of collective bargaining 
since 1950. At that time, pensions 
were provided by only one-tenth of 
contracts and insurance benefits by less 
than one-third. Since then, the latest 
Bureau of National Affairs survey of 
400 representative agreements shows, 
there has been an increase of almost 
150 per cent in the frequency of in- 
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surance plans and more than 350 per 
cent in the case of pensions. 

In contrast to pensions and in- 
surance, paid sick-leave provisions 
dropped by about one-fourth between 
1950 and 1953 and have shown little 
further change since. This decrease 
reflects the trend toward sickness and 
accident insurance as a way of han- 
dling sick leave. 

There are now nearly three times 
as many contract clauses providing 
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Contracts 
having 
benefits 


30%* 
67% 
73% 


Hospital- 


ization 
15% 
44% 
53% 


Year 
1950 
1953 
1955 


* This percentage included pensions. 





PROPORTION OF CONTRACTS WITH INSURANCE BENEFITS 


Surgical 
coverage 


10% 


Sickness 
& accident 


15% 


Life 


insurance 
15% 
43% 
51% 


40% 


43% 


24 Of 
360% 


48% 








sickness and accident benefits as in 
1950, almost three and one-half times 
as many for life insurance, and more 
than three and one-half times as many 
for hospitalization. The greatest rise 
has occurred in surgical coverage, which 
increased almost fivefold since 1950, 
while pension plans are nearly four 
times as numerous as in 1950. The 
frequency of each type of benefit when 
the three BNA studies were made is 
shown in the table above. 

The over-all frequency of insurance 
benefits indicated in the table is a good 
deal higher than that of any individual 
benefit. The reason is that many con- 
tracts simply called for “health and 
welfare benefits,” without specifying 
the benefits provided. Note, too, that 
the tabulations include only negotiat- 
ed plans, or plans which after being 
adopted unilaterally were brought 
under the bargaining agreement. Thus, 
the figures do not include unilateral 
plans. 

Insurance benefits in some form ap- 
pear in more than half of 1955 con- 
tracts in every industry except whole- 
sale and retail trade. The increase in 
such benefits (except for sickness and 
accident) has been substantially greater 
during the past two years in manu- 
facturing than in non-manufacturing. 

Life insurance policies have in- 
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creased in size as well as number. Two 
years ago fewer than three-fifths were 
for amounts as large as $2,000; now, 
over three-fourths are for this amount 
or more, with half the policies reach- 
ing or exceeding a face value of 
$3,000. Gains in hospitalization bene- 
fits since 1953 have generally been re- 
stricted to manufacturing. Along with 
growth in the number of provisions, 
there have been increases in the 
amount of daily benefits, duration of 
coverage, and amount of “extra” cov- 
erage. Surgical coverage has grown 
at an above-average rate during the 
past two years, with about 
fourths of the 
manufacturing. 

The trend to substituting insured 
coverage for sick leave is most strongly 
marked in manufacturing. Full pay is 
provided by about two-thirds of the 
clauses, while one-fifth specify half or 
two-thirds pay. Accumulation of leave 
to from 10 to 90 days is allowed 
by one-fourth of contracts. Another 
fourth impose a one- to three-day wait- 
ing period. 

Liberalized formulas and increases in 
maximum Social Security benefits have 
combined to produce substantial in- 
creases in pension benefits in the past 
two years. Assuming OASI benefits of 
$108.50 a month—the maximum 


three- 
increase occurring in 


un- 
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der present law—nearly three-fifths of 
1955 pension maximums come to be- 
tween $150 and $160 and almost two 
fifths attain or exceed $160 a month. 

Normal retirement at age 65 is 
provided by nearly all contracts deal- 


management. Retirement at age 60 or 
55 is allowed by about two-fifths of 
those contracts with enough detail for 
analysis, and disability retirement is 
granted by four-fifths. Of contracts 
which gave details of financing, nine- 


tenths are non-contributory. Finally, 
per cent retirement is compulsory, vesting is provided in less than 5 per 
though it can generally be waived by cent of agreements. 

~—Labor Policy and Practice (Bureau of National Affairs, Inc.), June 30, 1955, p. 4:3. 


ing with the point, and in over 50 


Keeping the Stockholders Up to Date 


ANNUAL REPORT MAILINGS to stockholders are being supplemented by 
quarterly or semi-annual reports in a substantia] proportion of com- 
panies, it appears from a recent survey made by the public relations 
department of Monsanto Chemical Company. 

The study, covering the financial public relations practices of 75 com- 
panies, showed that 43 companies send quarterly or semi-annual re- 
ports, some of which go out with dividend checks. 

Thirty-nine companies make use of inserts with dividend checks. 
Some of these inserts are newsletters, some are letters regarding the 


dividend, and others cover a variety of subjects. 
Quarterly stockholders’ publications are put out by 11 of the com- 
panies participating in the survey. The same number send external 


publications to the stockholders. In some instances, distribution is 
limited to those stockholders asking for the publication. 

Letters of “welcome” go out to new stockholders from nine companies, 
while one writes a letter of “regret’”’ when a stockholder sells his stock. 

Only three of the 75 companies answering the query have no regular 
communications with stockholders. Nineteen reported special com- 
munications with stockholders. Nineteen reported special communica- 
tions on a wide variety of legal questions, and 10 occasionally sent out 
company literature. 

Seventeen out of the 75 reporting companies have not sent any 
special communications to stockholders. Fifty-eight out of the total 
do not have “open houses” or special meetings for stockholders. 

Fifty companies send the annual report to financial analysts and 
brokers. Forty companies send them the quarterly statement. 

Fourteen companies said their executives make one or two speeches 
a year to analysts’ groups. A similar number replied that their execu- 
tives make such speeches “frequently or occasionally.” 

—Suecry Preace in The Journal of Commerce 4/1/55 





A MAN WOULD do nothing if he waited until he could do it so well that 


no one could find fault with what he had done. 
—Joun Henry Newman 
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| For the Specialist . . . 








Is There a Leak in Your Insurance Umbrella? 


U wererras come in many shapes, 
sizes, colors, and designs—and so do 
insurance programs. However, since no 
two businesses are exactly alike, there 
is no such thing as a stock or stand- 
ard insurance program which can be 
bought “off the shelf” and satisfy all 
requirements. 

Moreover, the insurance industry— 
like all other competitive businesses 
is constantly improving and broadening 
its product. Changes in the manner 
of doing business, too, may eliminate 
the necessity for certain insurance cov- 
erages or make it necessary to find new 
ones. Fashion changes in insurance as 
well as other things. 

While it is not possible to give a 
formula—or even several—for deter- 
mining what kind of insurance, and 
how much, a company should have in 
force, there are certain factors which 
should be considered in determining 
whether or not an insurance program 
is adequate. Excluding group insur- 
ance, hospitalization, and similar cov- 
erages, let us consider what some of 
these factors are for each of four 
categories of insurance: fire, marine, 
casualty, and fidelity and surety bonds. 

Fire insurance: Even when policies 
are issued without any coinsurance 
clause, the insurance company will 
usually require that the amount of 
insurance carried be kept in line with 
the actual values. This is one possible 
leak which you can readily check. How 
you determine values is not important 
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as long as your methods are sound 
and properly documented. The policy 
form should be carefully examined to 
be sure that all of the hazards to 
which the property is exposed are 
covered. The “molten metal” clause 
which covers against damage by es- 
caping molten metal even though 
there is not a resulting fire is a good 
example of a special hazard which may 
be overlooked. 

Marine insurance: Because of the 
many different forms and applications 
of this type of insurance, special care 
should be taken when examining the 
policies to be certain that the intent 
is expressed in the insuring agreement. 
Check any exclusions carefully, for 
some standard exclusion may eliminate 
just the protection you are seeking. 
In such cases, it is usually possible to 
arrange for an endorsement which will 
give you what you need. As in all 
forms of insurance where property is 
involved, values are important. 

Casualty insurance: Under this cate- 
gory we include protection against all 
of the hazards of our operations which 
may cause damage or injury to the 
property and persons of others. 
Workmen's compensation, public lia- 
bility, and boiler, pressure vessel, and 
machinery insurance are some of the 
coverages to be considered here. As 
far as workmen's compensation is con- 
cerned, the principal thing to watch is 
that your company is covered in every 
state where it has employees. 








Public liability, which covers liability 
for damage to the persons and proper- 
ty of others, is usually considered 
under the following categories: direct 
damage, owner’s or contractor's con- 
tingent or protective, use or consump- 
tion of products, and contractual or 
assumed. Very often these are com- 
bined in one policy, usually called a 
blanket liability policy, which provides 
protection for all assets, including 
those we normally regard as beyond 
the risk of damage—cash, receivables, 
securities, etc.—since a claim might 
conceivably have to be paid with these 
if there were no insurance. In ex- 
amining policies of this type, first be 
sure that your coverage is broad 
enough to cover all phases of your 
operations and that the policy extends 
to all locations wherever they may be. 
Next is the problem of limits, which 
is as wide as the scope of present-day 
business operations. You can only 
determine what limits you should pur- 
chase by a careful study of your own 
operations. Keep in mind, however, 
that juries are very generous with 


other people's money and that so-called 
“jumbo verdicts” are becoming more 
and more common. 

Boiler, pressure vessel, and ma- 
chinery insurance is included in this 
category because it covers liability for 
damage caused by the destruction of 
such objects as well as damage to the 
object itself. Limits should be deter- 
mined by the proximity of the objects 
to other property and persons, and, 
of course, care should be taken that 
all objects are properly listed in the 
policy. 

Fidelity and surety bonds: In the 
case of fidelity bonds, where you have 
secured a blanket policy which covers 
all employees, you only have to deter- 
mine the proper limits—which, again, 
are governed by the particular opera- 
tion and the time a defalcation can 
continue before the internal checks 
will disclose it. Surety bonds will re- 
quire little or no attention, as they 
are principally used as bid or per- 
formance bonds, and the terms of such 
instruments are stipulated by contract 
or agreement. 


—From an address by WarREN S. McKay before the Pittsburgh Chapter of the 


Institute of Internal Auditors. 


Major Medical in Action 


PROTECTION of individuals against major medical expenses through group 
insurance is now more than six years old. At least 4 million people 
are covered by plans now in effect. The rate at which new plans are 
being adopted makes this the most active area in the group insurance 
field today, and worthy of note by all companies interested in a well- 


rounded employee-benefit program. 


One finding that helps to document the value of major medical in- 
surance in action emerges from a recent study of family medical ex- 
penses. About 40 per cent of all such expenses, the study indicated, are 
for non-hospital care or for treatment not covered by the typical basic 


hospital-surgical plan. 


Statistics are still rather scant, but another study shows the average 
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claim for a group of major medical plans to be about 4% times as large 
as the corresponding base plan average claim. Total benefits paid 
under these major medical plans were almost one-half the total for the 
base plans, even though there were only one-tenth as many claims. A 
further analysis in this study shows that basic plan benefits paid a 
steadily decreasing share (51 per cent down to 16 per cent) as total 
expenses increased from $500 to over $5,000. At the same time, sup- 
plementary major medical took care of an increasing share (24 per 
cent up to 62 per cent), to keep combined benefits relatively constant at 
75 per cent to 80 per cent of total bills. 

Although the incidence of major medical claims is small compared to 
base plans, studies to date indicate that from 1 to 4 per cent of 
covered employees and 2 to 6 per cent of their dependents will submit 
new claims each year, and many substantial claims continue more than 


one year. 
—TPF&C Letter (Towers, Perrin, Forster & Crosby, 3 Penn Center, 
Philadelphia 2, Pa.) 6/55 


Consumer Buying Plans—Good News for Marketers! 


THE AMERICAN CONSUMER shows no signs of letting anyone talk him 
out of his current buying mood. 

Collectively, consumers believe they will be even better off a year hence 
than they are now; that economic conditions will remain good and that 
prices, generally, will be higher rather than lower. 

All these reasons, put together, make the consumer feel that this is 
a good time to buy durable goods. 

More specifically, intentions to purchase houses actually are somewhat 
higher rather than lower than a year ago; intentions to purchase cars 
are substantial and at about the same level as in June, 1954; and plans 
to buy major household appliances are at about the same level as a 
year ago. An exception is plans to buy television sets, which appear 
to be lower than a year ago. 

These are the chief results of the latest consumer buying survey 
conducted by the Survey Research Center of the University of Michigan, 
which conducts periodic surveys in order to investigate the relation of 
changes in consumer motives, attitudes, and expectations to changes 
in consumer spending and saving, with special emphasis on purchases of 
durable goods. 

Comparison of answers to identical questions asked in June, 1955, and 
June, 1954, shows that practically all indicators of consumer attitudes 
have a more favorable position now than a year ago, the Center sums 
up in its most recent findings. Consumers as a whole, it appears, are 
aware of the great improvement in American business conditions which 
has taken place during the past 12 months. 

Journal of Commerce 8/4/55 





ANIMAL “BLUE CROSS”: For a $20 annual fee, California dogs and cats 
can now get complete medical-surgical-hospital coverage under the Pet 
Health Plan. Group contracts, similar to employer-sponsored human 
health plans, are available for kennels. 

Forbes 7/15/55 
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e Brief Summaries of Other Timely Articles « 
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YEAR ONE OF THE PEACETIME ATOM. By 
Francis Bello. Fortune (9 Rockefeller 
Plaza, New York 20, N.Y.), August, 1955. 
$1.25. A survey of current activity in the 
development of nuclear energy for peace- 
time uses, particularly as a source of power 
to compete with conventional fossil fuels. 
Six different types of nuclear power re- 
actors are described and illustrated in dia- 
grammatic form. Also provided are a 


directory of companies that have already 
built reactors, have firm contracts, or are 
prepared to accept orders for them; a list 
of utilities that now have nuclear-power- 
plant proposals before the AEC; and a 
list of the experimental reactors in the 
AEC’s Five-Year Reactor Program. 


SECOND HALF LOOKS GOOD. Nation's Busi- 
ness (U.S. Chamber Building, Washington 
6, D.C.), July, 1955. 60 cents. A ques- 
tion-and-answer interview with Dr. Ewan 
Clague in which the Department of Labor's 
top statistician gives his estimate of the 
economic outlook for the next six months. 
Nearly all the indicators, Dr. Clague em- 
phasizes, are oe mu upward. Discussing 
each sector of the economy in turn, he 
detects cause for uneasiness only over some 
forms of credit and over unemployment. 


TOWARD STEADIER 
tional Association 


WORK AND PAY. Na- 
of Manufacturers (2 
East 48 Street, New York 17, N.Y.), 
June, 1955. 50 cents. This NAM report 
on the practical techniques that have been 
developed by management to provide 
greater job security and build company 
strength is concerned with the fluctuations 
in employment which result from seasonal, 
style, or other short-term factors. Em- 
phossing the substantial savings and other 

nefits to management that follow from 
employment regularization, it points up the 
areas for preliminary investigation, offers 
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a composite of ideas that have been suc- 
cessfully used by large, medium, and small 
companies in stabilizing sales, production, 
and employment, and outlines basic policy 
for initiating a program of balanced opera- 
tions and carrying it out 


BUDGETING MILLIONS. By J. Cameron 
Thomson. Michigan Business Review 
(School of Business Administration, Uni- 
versity of Michigan, Ann Arbor, Mich.), 
July, 1955. Gratis. In this address, origi- 
nally delivered at the Alumni Conference 
of the School of Business Administration, 
Mr. Thomson describes the study program 
initiated by the Committee for Economic 
Development with the aim of securing 
economy in government spending, and gives 
a detailed explanation of the Committee's 
recommendations. 


WHICH WOULD YOU BUY? Business Week 
(330 West 42 Street, New York 36, 
N.Y.), July 9, 1955. 25 cents. The Budd 
Company, maker of stainless steel railroad 
passenger cars and auto bodies, spent two 
years looking for a new line to offset its 
seasonal and cyclical production schedules 
This report shows how it evaluated the 
qualifications of six out of the 100-odd 
companies that were considered, and ex- 
plains the reasons that led Budd to pick 
Continental-Diamond Fibre Co. 


HOW BUSINESSMEN MAKE DECISIONS. By 
John McDonald. Fortune (9 Rockefeller 
Plaza, New York 20, N.Y.), August, 1955. 
$1.25. Though few executives have any 
idea how they actually go about making 
decisions, the complex process of decision- 
making is being increasingly subjected to 
scientific analysis, This article discusses 
current theories and reports what some of 
the most successful decision-makers in busi 
ness have to say about the subject. 
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WHO'S WHO IN PERSONNEL ADMINISTRA- 
TION. By Robert Saltonstall. Harvard Busi- 
ness Review (Soldiers Field, Boston 63, 
Mass.), July-August, 1955. $2.00. Doubt 
and confusion exist at all levels about the 
division of responsibility in the major areas 
of personnel administration, the author 
points out. Here he discusses various at- 
tempts that have been made to clarify 
the problem of “who does what” and 
offers an itemized division of line and 
staff responsibilities in the specific areas 
of employment, safety, training, and labor 
relations. 


EXIT INTERVIEWS: DO THEY PAY? By Leslie 
This. Personnel Journal (Swarthmore, 
Penna.), June, 1955. 75 cents. Evaluating 
the exit interview program conducted by 
the American National Red Cross, Mid- 
western Area, since 1943, the author con- 
cludes that while exit interviews are of 
little value as a means of keeping good 
employees from resigning, they make for 
better public relations with those who 
leave, help to point up defects within the 
organization, and, when conducted by field 
supervisors, give them a greater awareness 
of their personnel function. 


HOW TO SELL AN INVENTIONS PLAN TO 
YOUR EMPLOYEES. Management Methods 
(141 East 44 Street, New York 17, N.Y.), 
June, 1955. 50 cents. Properly handled, 
an inventions plan can be sold as a direct 
benefit to employees, even though the com- 


pany remains the principal beneficiary; if 
poorly presented, it can alienate employees 
to the point where they may refuse to 
sign any agreement at all, the author 
asserts. Here he describes how a major 
corporation bungled the job of putting its 
inventions plan across and singles out the 
General Electric Company's plan as a good 
example to follow. 


HOW KODAK PLANS RECREATION. Plant 
Administration (481 University Avenue, 
Toronto, Ont.), July, 1955. $3.00 a year. 
This detailed report on the organized 
recreation program of the Canadian Kodak 
Co., Ltd. offers some useful pointers for 
other companies who may be thinking of 
establishing recreation facilities for their 
employees. 


DOLLARS ON THE SCRAP PILE—THE ALCO- 
HOLIC IN INDUSTRY. By Edward L. Morris. 
National Safety News (425 North Michi- 
gan Avenue, Chicago 11, Ill.), July, 1959. 
75 cents. Industry must understand and 
accept the fact that alcoholism is a health 
and social problem inside as well as out- 
side the plant, the author emphasizes. Here 
he gives a detailed account of the special 
program that has been operated for the 
past two years by Portal House in Chicago 
with the aim of helping management to 
overcome the problem of the alcoholic em- 
ployee. 





OFFICE MANAGEMENT 





HOW TO SORT PAPERS. By L. E. Griffith. 
The Office (232 Madison Avenue, New 
York 16, N.Y.), August, 1955. 25 cents. 
A comprehensive and well-illustrated sur- 
vey of the process of sorting office papers 
From a description of the five basic ways 
of paper sorting and arranging—flat sur- 
face, pigeonholes and racks, trays, leaf 
sorters, and mechanical and_ electrical 
equipment—the author goes on to discuss 
the design of forms, the basic rules of 
motion economy, and the various types 
of alphabetical and numerical sorting 
sequences in common use. 
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THE COMPUTER FIELD: PRODUCTS AND 
SERVICES FOR SALE. Computers and Auto- 
mation (36 West 11 Street, New York 11, 
N.Y.), June, 1955. $4.50 a year. An in- 
ventory, based largely on replies to ques- 
tionnaires sent to some 300 manufactur- 
ers, intended to provide an inclusive listing 
of products and services in the computer 
field that are for sale or rent. 


INFORMATION: NOW IT'S THE REALM OF 
THEORISTS. Business Week (330 West 42 
Street, New York 36, N.Y.), July 30, 


1955. 25 cents. Business men are already 
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meeting some aspects of a new and highly 
mathematical branch of science—Informa- 
tion Theory—in data-processing systems 
and office automation. This special report 
explains the thinking on which informa- 
tion theory is based and shows how the 
complex calculations of the communica- 
tions engineer may speed the develop- 
ment of new communication systems and 
new methods of transferring data from 
one person to another. 


LIGHTING EFFICIENCY IN THE 

OFFICE. By Ewart M. Haacke. 
Equipment News (146 Bates Road, Mont- 
real 8, P.Q.), June, 1955. 35 cents. In of- 
fice lighting, the best results can only be 
obtained when fixtures and layouts are 
chosen on the basis of efficiency, quality 


MODERN 
Office 


of fixture, quality of light, and ease of in- 
stallation and maintenance, the author em- 
phasizes. From his own experience he offers 
practical advice on the various types of 
illumination that should be provided for 
general and private offices, reception rooms, 
conference rooms, filing and mail rooms, 
corridors, stairways, and other areas. 


A CLERICAL COST CONTROL SYSTEM USING 
STANDARD TIME DATA. By Edmond W. 
McNamara. The Office (232 Madison Ave- 
nue, New York 16, N. Y.), June, 19595. 
35 cents. Here the author gives a detailed 
account of the formal program of clerical 
work measurement instituted by his com- 
pany a year ago, and the simplified pro- 
cedure that since has been evolved from 
this experience. 





PRODUCTION MANAGEMENT 
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PLANNING A STOCKROOM. Mill & Factory 
(205 East 42 Street, New York 17, N.Y.), 
July, 1955. Reprinte 25 cents. This prac- 
tical manual on designing and equipping a 
stockroom offers detailed suggestions on 
layout and the most suitable types of 
storage equipment for bulky objects, tools, 
bars, packages, and small parts respectively. 
A number of illustrations of the equipment 
referred to in the text are provided, to- 
gether with a checklist for eliminating 
wasteful storing methods and faulty stock 
records and control. 


CERTIFICATION OF QUALITY MINIMIZES IN- 
SPECTION. By Leon Bass. Purchasing (205 
East 42 Street, New York 17, N.Y.), 
July, 1955. $1.00. Many types of manu- 
facturing costs can be reduced by vendor 
certification, the author points out. Here 
he outlines the steps that should be taken 
to insure that the vendor is thoroughly 
aware of the user's requirements, and gives 
some general advice on the problem of 
determining how much inspection is re- 
quired once a good certification program 
has been established. 


HOW HANDLING HELPS IN QUALITY CONTROL. 
By M. A. Parran. Flow (1240 Ontario 
Street, Cleveland 13, Ohio), July, 1955. 
50 cents. In this discussion of the ob- 
jectives of quality control, considered pri- 
marily from the standpoint of the ma- 
terials-handling engineer, #the author ex- 


658 


plains the three main functions of quality 
control in mass production operations— 
assurance, prevention, and acceptance— 
and the underlying theory and practical 
applications of the Shewhart average and 
range chart. 


WHAT IS THE GOVERNMENT DOING ABOUT 
PACKAGE STANDARDIZATION? By Charles 
H. Pearce, Willis $. Macleod, and R. A. 
Norris. Flow (1240 Ontario Street, 
Cleveland 13, Ohio), April, 1955. 50 
cents. In this group of articles, the pro- 
grams of three government agencies—the 
Department of Commerce, the General 
Service Administration, and the Depart- 
ment of Defense—aiming at the standard- 
ization of products and packaging are de- 
scribed in detail. 


A REVIEW OF AUTOMATIC TECHNOLOGY. 
By Edgar Weinberg. Monthly Labor Re- 
view (Superintendent of Documents, U.S. 
Government Printing Office, Washington 
25, D.C.), June, 1955. 55 cents. A gen- 
eral account of the basic principles of 
automatic technology and recent develop- 
ments in four main categories: automatic 
machinery, integrated materials-handling 
and processing equipment, automatic con- 
trol systems, and electronic computers and 
data-processing equipment. Some general 
factors likely to accelerate or retard the 
spread of automation, and the broader im- 
plications of its growth, are also discussed. 
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MARKETING AND SALES MANAGEMENT 





RETAILING: IT'S A NEW BALL GAME. By 
Charles E. Silberman. Fortune (9 Rocke- 
feller Plaza, New York 20, N.Y.), August, 
1955. $1.25. A vast change in both the 
appearance and the substance of U.S. re- 
tailing and wholesaling will be visible in 
the years ahead, the author predicts. Here 
he offers a comprehensive analysis of the 
varied pressures to reduce retail margins 
that are now transforming the U.S. dis- 
tribution system. 


1956 MARKET DATA AND DIRECTORY NUM- 
BER. Industrial Marketing (200 East Illi- 
nois Street, Chicago, Ill.), June 25, 1955. 
$1.50. In addition to providing basic 
market data on 69 major industrial and 
trade markets and 93 sub-markets, this 
standard reference work contains detailed 
information on the rates, circulations, and 
mechanical requirements of over 2,500 U.S. 
and Canadian business publications, as 
well as other basic information on indus- 
trial markets and the publications which 
serve them. 


HOW TO FIND, CLASSIFY, CONTACT YOUR 
TRUE MARKET POTENTIAL. By Nathaniel R. 
Kidder and Francis E. Hummel. Sales 
Management (386 Fourth Avenue, New 
York 16, N.Y.), July 15, 1955. 50 cents. 
The major task in marketing industrial 
goods is to find the manufacturing plants 





FINANCIAL MANAGEMENT 





DECENTRALIZATION AND  INTRACOMPANY 
PRICING. By Joel Dean. Harvard Business 
Review (Soldiers Field, Boston 63, Mass.), 
July-August, 1955. $2.00. A_ thoughtful 
discussion of the problem of pricing the 
products transferred from one division of 
a decentralized company to another. Taking 
the view that transfer prices are necessary 
for almost all large companies and that 
most present systems for setting transfer 
prices are inadequate, the author proposes 
and explains a new system of executive 
control featuring (a) profit centers with 
operational independence and (b) com- 
petitive pricing among these centers. 
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with problems that can be solved through 
the use of your products. How are such 
plants to be found? Through intelligent 
use of the Standard Industrial Classifica- 
tion, say the authors. Here they explain in 
detail how to use the S.L.C. for +. market 
analysis, locating sales territories and sales 
prospects, preparing specific sales talks, 
measuring sales » HD cnvond advertising, 
and product development. 


THE STRATEGY OF PRODUCT POLICY. By 
Charles H. Kline. Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), July- 
August, 1955. $2.00. Pointing out that 
a formal product policy is an important 
tool for coordinating and directing com- 
pany growth, profits, and teamwork, the 
author provides a detailed analysis of the 
factors to be taken into account in de- 
veloping the policy and its subsequent 
application. 


1S YOUR PRODUCT A GOOD PREMIUM? By 
Arthur E. Irwin. Sales Management (386 
Fourth Avenue, New York 16, N.Y.), 
June 15, 1955. 50 cents. Any one of 
thousands of consumer products can be a 
successful premium, if it is combined with 
an idea that helps the buyer sell his prod- 
uct at a profit, the author points out. Here 
he offers some practical advice on how to 
go about selling to the premium field 


INTERNAL AUDITING ASSISTANCE TO FAC- 
TORY MANAGEMENT. By G. A. Fitzpatrick. 
The Internal Auditor (120 Wall Street, 
New York 5, N.Y.), june, 1955. $1.00. 
Operational auditing, the author believes, 
can help management in three ways: by 
reorientation digests of what is actually 
being done, the validation of control re- 
ports, and the detection of operating de- 
ficiencies. Amplifying from his own ex- 
perience each of these aspects of opera- 
tional auditing, he also proffers some do's 
and don'ts, mainly for the benefit of those 
who are just starting out in this relatively 
new field. 





PRODUCT COSTING UP-TO-DATE. By C. 
Oliver Wellington. N.A.C.A Bulletin (505 
Park Avenue, New York 22, N.Y.), July, 
1955. 75 cents. Whether sales prices are set 
by competition or not, good product costs 
can contribute to product control and 
profits control, the author emphasizes. In 
this comprehensive review of the funda- 
mentals of sound cost accounting he in- 
cludes such aspects as the costs of service 
departments, distribution, and administra- 
tion, direct costing and break-even points, 
the adjustment of costs, and recent de- 


velopments in simplifying cost accounting. 


INDUSTRIAL DEVELOPMENT CORPORATIONS. 
Industrial Development (5009 Peachtree 
Road, Atlanta, Ga.), July-August, 1955. 
$3.00 a year. For the small business wish- 
ing to expand but lacking the necessary 
capital, there are now over 700 community- 
sponsored industrial development corpora- 
tions ready to provide funds if the company 
will locate in their area. Appended to this 
special report on development corporations 
is a state-by-state listing of these enter- 
prises derived from a recent nation-wide 
survey. 





INSURANCE MANAGEMENT 





RISK MANAGEMENT. By Mark R. Greene. 
Best's Insurance News (75 Fulton Street, 
New York 38, N.Y.), July, 1955. 50 cents. 
In this general discussion of the economics 
of risk management and the role of the 
risk manager, the author classifies the perils 
which cause loss and give rise to risk. re- 
views the various methods of handling them, 
and shows how some of these techniques 
might be applied by the corporate insurance 
buyer. 


MORE TOP-MANAGEMENT PLANNING NEEDED 
IN CONNECTION WITH HOSPITAL-MEDICAL 
BENEFITS. Employee Benefit Plan Review 
(166 West Jackson Boulevard, Chicago 4, 
Ill.), July, 1955. 50 cents. A report of 
a speech delivered by Harry Becker, pro- 
ram consultant to Blue Cross plans, be- 
es the Midwest Conference on Industrial 
Relations. Predicting that hospital-medical 
benefits may become the most costly, on a 
dollar-wise basis, of all types of employee 
benefits over the next five or 10 years, Mr. 
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MEASURING SALES, GROSS ASSETS AND IN- 
VESTED CAPITAL AND COMPARING THEM 
TO PROFITS. By E. Stewart Freeman. The 
Controller (1 East 42nd Street, New York 
17, N. Y.), February, 1955. 60 cents. 
Discusses the relative merits for profit plan- 
ning of establishing a return on total assets 
as against a return on sales. The author 
suggests that the assets should be priced in 
the same dollars as the sales and that 
depreciation and noninterest-bearing debt 
should be deducted from them before any 
comparisons are made. 


GROWTH POTENTIAL AS A BASIS FOR CREDIT. 
By James P. Crumpler. The Controller (1 
East 42. Street, New York 17, N.Y.), 
July, 1955. 60 cents. Executives who are 
responsible for assessing other businesses 
for credit or financing must look beyond 
the company’s present financial position, 
the quality of its administration, and the 
integrity of its officers. Any manufactur- 
ing company today is a poor risk unless it 
has a strategic plan for growth, the author 
emphasizes. Here he indicates the major 
criteria for evaluating a company's growth 
potential. 


Becker criticizes what he sees as a lack of 
long-range planning in _ hospital-medical 
benefit programs, and asserts that careful 
study may show that other alternatives for 
reducing the marginal use of health facili- 
ties and services are more to the interest 
of both employer and employee than de- 
ductible and coinsurance provisions. 


WHAT IS WRONG WITH 
TODAY? By Walter R. White, Jr. The 
National Insurance Buyer (Hotel Mar- 
tinique, Broadway and 32 Street, New York 
1, N.Y.), June, 1955. 50 cents. In this 
article the author discusses the clauses and 
conditions of the power plant contract that 
give rise to misunderstandings between 
insured and insurer. Among the many 
aspects of boiler insurance singled out for 
the buyer's attention are the necessity of 
insuring at least those units that are sub- 
ject to explosion from either pressure or 
centrifugal force, and the importance of 
considering the possibility of a concurrent 
severe business interruption loss. 


BOILER INSURANCE 


The Management Review 











Survey of Books for Executives 








FUNDAMENTALS OF PRIVATE PEN- 
SIONS. By Dan M. McGill. Pub- 
lished for the University of Pennsyl- 
vania by Richard D. Irwin, Inc., 
Homewood, IIl., 1955. 239 pages. 
$5.00. 


Reviewed by C. Henry Austin* 


This book is the first publication of 
the Pension Research Council of the 
Wharton School of Finance and Com- 
merce. Its avowed purpose is to furnish 
a broad background for more specialized 
studies to follow, and to serve as a 
basic text for students, trainees, and 
others interested in acquiring a basic 
understanding of group pensions. In 
this reviewer’s opinion, the author 
named his book well and succeeded ad- 
mirably in attaining his goal. 

The author has given us a pension 
primer in which the reader is led by 
the hand, by the use of clear and easy- 
to-read language, through the involved 
legalistic and actuarial maze that pres- 
ently surrounds the field of industrial 
pensions. He sticks to the facts and 
maintains a rigid outline form. Read- 
ability is further enhanced by the very 
sparing use of statistics and mathemati- 
cal terms. 

As is the case in most books on the 
subject of private, group, or industrial 
pensions, the author opens with a gen- 
eral but minimal discussion of the old- 
age problem and public pensions. 

In his treatment of basic features, he 
gives a comprehensive, yet concise, ex- 
planation of who may be included or 
excluded; he describes the various bene- 
fit formulas commonly used to deter- 


*Manager, Insurance Department, Standard Oil 
Company (Indiana), Chicago, III. 
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mine how much to pay; and he dis- 
cusses who will pay how much of the 
cost. Benefits in event of early, de- 
ferred, or disability retirement, death, 
and termination are clearly described, 
with an analysis of the various pro and 
con arguments that will interest both 
management and insurance managers. 


The author takes up the problem of 
Social Security integration with a 
vengeance, and eliminates so much of 
the mystery surrounding this subject 
that even the uninitiated reader may 
very well hope to make a satisfactory 
integration calculation. 

His descriptions of the various types 
of plans, both insured and trusteed, are 
both brief and thorough. Two com- 
mendable features of this portion of 
the book are a simplified explanation 
of the theory involved in the accumula- 
tion of a pension fund for an employee 
and a good description of the operations 
of the little-understood group perma- 
nent and immediate participation guar- 
antee pension plans. 

In 33 short pages Mr. McGill lists 
the arguments for and against pay-as- 
you-go, terminal and advance funding; 
describes the Treasury Department's 
qualification requirements; examines 
the factors affecting costs and _ illus- 
trates the differences among single, 
level annual-attained age, level annual- 
entry age, and aggregate cost methods. 
A most noteworthy achievement! 

His section on cost analysis will cer- 
tainly prove adequate for the general 
reader and will serve as a source of 
reference for the modern insurance 
manager. The author almost leans over 
backwards in an attempt to be fair in 
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his insured vs. trusteed plan compari- 
sons. 

This reviewer could find no serious 
fault in Fundamentals of Private Pen- 
sions. It is to be hoped that Mr. Mc- 
Gill will see fit to include sections on 
variable and equity annuities in a later 
edition of his book, since it seems 
likely that all of us—including students 
and trainees-—are going to be inter- 
ested in them in the near future. 


PERSONALITY FACTORS IN WORK 
AND EMPLOYMENT. By G. Peder- 
son-Krag. Funk & Wagnalls Com- 
pany, 153 East 24 Street, New York 
10, N. Y. 1955. 277 pages. $3.75. 


Reviewed by Erwin K. Taylor* 


Whenever an author attempts to pop- 
ularize a complex, technical subject, he 
faces the danger of oversimplification 
and overgeneralization. This attempt 
by Dr. Pederson-Krag to explain occu- 
pational behavior in terms of psycho- 
analytical theory escapes neither of 
these pitfalls. To the reviewer, not 
overly sympathetic with the views of 
the extremists in this school, it seems 
at times as though the author were 
writing with her tongue in cheek, 
satirizing rather than popularizing this 
point of view. 

The basic premise of the work is 
that our occupational problems and sat- 
isfactions stem in the main from our 
unconscious compensations for the frus- 
trations encountered in early childhood. 
The burden of Dr. Krag’s theme is 
carried by a series of anecdotes con- 
cerning a variety of employees in an 
hypothetical foundry. Her writing is 
vivid and dramatic, though the imagin- 
ary conversations between various 
members of management are bookish 
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and highly artificial. Continuity is fre- 
quently poor, as the author digresses 
from her main point to weave into it 
a completely new set of characters in 
no way related to those she had been 
discussing. 

One could dispute rather strenuously 
the validity of her main thesis, which 
seems at times to go to extremes. In 
describing the work of some of the 
foundry jobs, for example, she says 
(page 41): 

The furnace tender within the 
foundry, though guided by such in- 
dicators as thermometers, relies 
mostly on his judgment of the ap- 
pearance of the charge to decide 
when to empty the furnace. As he 
opens the peephole, he armors him- 
self heavily against the intense heat, 
shields his eyes with thick, black 
glass. He looks only for a brief in- 
stant, lest he be scorched and 
blinded. A responsible and highly 
experienced person, he was in the 
same emotional situation as when in 
childhood he spied on the mysteries 
of grown-up life and knew he would 
be punished if caught peering 
through the door crack into the bed- 
room. 

Again, discussing the motivating fac- 
tors of engineering personnel, she says 
(page 67): 

The problems which the inventor 
solves are unconscious, absurd, and 
anachronistic, infantile and few in 
number while the needs he serves 
are practical, immediate, and innum- 
erable. There are many symbols by 
which each hidden dread and prob- 
lem can be assuaged or answered. 
An inventive person, for instance, 
concerned with one of the forbidden 
puzzles of childhood, sexual con- 
gress, can work it out by devising 
mechanical couplings, by planning a 
tunnel or station into which a train 
enters, or inventing a rod-like fila- 
ment that glows when an electric 
current is passed through it in an 
evacuated space. 


The book literally abounds in such 
rather far-fetched explanations of be- 
havior. Most of them were a little hard 
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for this reviewer to accept. At times, 
too, the author seems to be writing 
down to her audience in a rather con- 
descending manner. On the whole, 


if the book is accepted as a satire on 
the extremes to which people can go in 


attempting to apply psychoanalytical 
theory to everyday behavior, it con- 
stitutes an amusing and worthwhile un- 
dertaking. Taken seriously, it appears 
to be marred by an excess of Freu- 
dian zeal. 
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THE HUMAN ELEMENT IN INDUSTRIAL ACCIDENT PREVENTION. By John C. Larson 
et al. Center for Safety Education. Division of General Education, New York 
University, New York, 1955. 114 pages. $2.00. A concise review and analysis 
of over 200 studies of the behavioral causes of industrial accidents. Divided into 
two sections—pre-employment safety programs and accident-prevention on the 
job—it considers specific ways of using selection procedures, administrative policies, 
supervisory practices, and the techniques of improving morale and job satisfaction 
as the primary means of reducing accidents. A critique of industrial accident re- 
search, a glossary of technical terms, and an extensive bibliography are provided. 


CREATIVE TIME STUDY AND METHODS. Society for Advancement of Management, 
74 Fifth Avenue, New York 11, N.Y. 1954. 159 pages. $5.00. The proceedings of 
the 1954 Spring Conference co-sponsored by the Society for Advancement of Man- 
agement and the Management Division, American Society of Mechanical Engineers 
Included are papers on the selection and training of industrial engineering per 
sonnel, materials handling, measurement of office operations, predetermined time 
standards, the auditing of wage incentive plans, automation, and advances in sta- 
tistical controls. 


UNION DECISIONS IN COLLECTIVE BARGAINING. By Robert R. France, Industrial 
Relations Section, Department of Economics and Sociology, Princeton University, 
Princeton, N. J. 1955. 49 pages. $2.00. A study of the decision-making process 
in unions in the specific area of collective bargaining. The survey, which covered 
13 international organizations and three local independent unions, indicates that 
while unions prefer centralization in decision-making, representative of locals par- 
ticipate in it to a considerable extent, and in practice limit the degree of centraliza- 
tion that the international can maintain. 


COMMUTING PATTERNS OF INDUSTRIAL WORKERS. By Leonard P. Adams and Thomas 
W. Mackesey. Housing Research Center, Cornell University, Ithaca, New York 
1955. 135 pages. $2.00. This study, based on World War II data, subsequent 
labor market and transportation studies, and a first-hand investigation carried out 
in the fall of 1951 in several upstate New York areas, reveals that long-distance 
commuters (i.e., people who travel 20 miles or more each way from home to work) 
represent an important, flexible segment of the labor supply and in effect determine 
the geographical boundaries of the local labor market. The data suggest that few 
workers are willing to spend more than an hour and a half in commuting time 
each way, and that this time factor, when translated into distance, can be used to 
estimate the potential work force in any given area. 
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DIRECTORS’ AND OFFICERS’ ENCYCLOPEDIC MANUAL. Prentice-Hall, Inc., New York, 
1955. 641 pages. $10.00. An encyclopedia of corporate practices and terms. 
Arranged alphabetically, it offers step-by-step guidance on all phases of corporate 
management, as well as providing numerous facsimiles of up-to-date forms in 
common use. 


PSYCHOLOGICAL TESTING. By Anne Anastasi. The MacMillan Company, New York, 
1954, 682 pages. $6.75. An introduction to the principles of psychological testing 
that also surveys the major types of tests in current use. Designed to prepare the 
reader for the proper evaluation of psychological tests and the interpretation of 
test results, it provides a comprehensive view of this rapidly expanding field, from 
general classification tests to the testing of individual aptitudes and the measure- 
ment of personality characteristics. Extensive bibliographies are appended to each 
chapter. 


JOB EVALUATION IN UTILITY COMPANIES. By William R. Spriegel and E. Lanham. 
Bureau of Business Research, College of Business Administration, The University 
of Texas, Austin 12, Texas. 1954. 132 pages. $1.00. A survey of the procedures 
and practices followed in installing and maintaining job evaluation programs in 54 
utility companies. Numerous tables and figures accompany the text. 


PROCEEDINGS OF THE 19th ANNUAL MEETING, INDUSTRIAL HYGIENE FOUNDATION OF 
AMERICA. Industrial Hygiene Foundation of America, Inc., 4400 Fifth Avenue, 
Pittsburgh 13, Pa. 1955. 241 pages. $5.00. Included in these proceedings are 
papers on industrial medical service, health insurance programs in industry, the 
medical evaluation of noise, periodic health examinations, and various aspects of 
the workmen's compensation laws. 
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Boycotts; fi. ‘‘Mandatory” Injunctions; Ill. Re- 
placed Strikers’ Votes. By Theodore R. Iser- 
man. American Enterprise Association Inc., 
1012 14th Street, N.W., Washington §, 
D.C. 1955. 32 pages. $1.00. 


RESEARCH AND DEVELOPMENT IN THE GOV- 
ERNMENT: A Report to the Congress. By the 
Commission on Organization of the Execu- 
tive Branch of the Government. Su- 
perintendent of Documents, Washington 
25, D.C. 1955. 50 pages. 40 cents. 


MANAGEMENT TECHNIQUES IN THE SMALLER 
ENTERPRISE. British Institute of Manage- 
ment, 8 Hill Street, London, W.1. 36 
pages. Price 2s. 6d. 
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GRAMS, FISCAL 1956: A Compilation of Fed- 
eral Budget Expenditures in Fiscal 1956 for 
Subsidies and Programs with Economic or 
Social Objectives. The Tax Foundation, 30 
Rockefeller Plaza, New York 20, N.Y. 
1955. 19 pages. Gratis. 


DEFINITIONS OF OCCUPATIONAL SPECIALTIES 
IN ENGINEERING. The American Society of 
Mechanical Engineers, 29 West 39th 
Street, New York 18, N.Y. 112 pages. 
$2.50. 


THE HIGH COST OF DISCRIMINATION. By 
Elmo Roper. National Conference of 
Christians and Jews, 381 Fourth Avenue, 
New York 16, N.Y. 1954. 20 pages. 10 


cents. 
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"The Comaany Be Sewed"_ A Challenge to the Office 
AMA OFFICE MANAGEMENT CONFERENCE 


OCTOBER 17-19, 1955 + HOTEL STATLER + NEW YORK 





THe challenge facing office management today is twofold: how to 
meet the growing demands of top management and line management 
for office services, on the one hand; on the other, how to cut clerical 
costs through better techniques and control systems. Once devoted 
principally to accounting and records storage, the office is fast taking on 
a new importance as the company's communications center. 

The AMA Office Management Conference will bring together com- 
panies and executives who are meeting this challenge in skillful and 
imaginative ways. Their broad and varied experience will be shared 
with conference registrants in discussion periods as well as in their formal 
presentations. 





Among the subjects te be covered: 





Where and How to Achieve Clerical Cost Savings 

A New Pattern in Organizing the Administrative Function 
The “New Look” in Records Management 

Strengthening and Simplifying the Structure of Management 
Reports 

Organization of a Procedures Manual System 

The Engineering Approach to a Systems Problem 

A Program for integrated Data Processing and Control 
Work Sampling in the Office 

Communication in the Office 

Management as a Universal Language 


INSURE YOUR ATTENDANCE — REGISTER TODAY! 


AMERICAN MANAGEMENT ASSOCIATION 
330 West 42nd Street New York 36, N. Y. 





Building a Top-Quality Sales Force 


“Because of the focal position the salesman occupies, his 
proper selection is important as a means for insuring the 
growth, and even the survival, of an organization.” 


—ma —From the Introduction to 


A COMPANY GUIDE 
TO THE 
SELECTION OF SALESMEN 


by 
Milton M. Mandell 





This basic AMA guide, recently published, shows how to achieve one 
of management’s major goals—a top-quality sales force. Practical and 
down-to-earth, it discusses and analyzes the current practices of 180 
manufacturing firms, and explains how these companies select their sales- 
men, reduce sales staff turnover, and improve sales performance, 








Contents 


I. The Man and the Job—The Ideal Salesman... Weaknesses Frequently 
Found in Salesmen. 
Il. The Recruitment Process—Sources of Applicants .. . Forecasting 
Company Requirements. 
IIL. Selection Devices—The Application Blank . . . The Interview . . . The 
Applicant’s Wife. 

IV. Problems of Program Construction—Current Practice Summarized... 
Avoiding Common Errors. 

V. Organization and Administration — Responsibility For The Program 

. - « Basic Steps In Installation. 

VI. Forms Used in Salesman Selection—(Facsimiles of actual forms) 

Application Blanks and Per- 

sonal History Forms .. . In- 

terviewers’ Guides and Rec- 

ords . .. Job Descriptions. 











ResearcH Report No. 24 160 pages $4.75 (AMA members, $3.50)° 


* To expedite orders and reduce book- 
keeping, the Association requests re- 
mittances with single-copy orders. Such 
cash orders must be accompanied by 
20c postage and handling charge. On 
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